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OHS  CIO  Steve 
Cooper  (right)  and 
Treasury  CIO  Jim 
Flyzik  have  been 
tasked  with  setting 
up  the  IT  for  the 
proposed  Department 
of  Homeland  Security. 
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170,000  PEOPLE,  22  AGENCIES,  HUNDREDS  OF  INCOMPATIBLE  SYSTEMS 


NOW  INT 


IT  Al 


Using  .NET  connected  software 

means  a  more  personalized  connection  between  your  company 


When  software  lets  you  use  data  to  personalize  customer  connections,  that’s  one  degree  of  separation. 
The  myriad  of  choices  available  to  online  consumers  today  is  staggering.  The  personal  service  available  at  traditional 
businesses  is  largely  absent  online,  and  the  company  that  can  bring  that  feeling  of  familiarity  back  will  reap  huge 
rewards.  Microsoft'  solutions  for  Internet  business  provide  the  tools  you  need  to  build  stronger  relationships  with 
your  global  network  of  customers  and  trading  partners.  Scalable  user  and  content  profiling  allows  you  to  target 
content  and  engage  customers  and  partners  with  more  personalized  options,  including  customer-specific  catalogs 
with  custom  pricing  and  product  information  in  multiple  currencies  and  languages. 

You  can  aggregate  profile  data  from  multiple  underlying  data  sources  to  leverage  existing  technology  investments 
and  enable  richer  profiling  capabilities.  With  built-in  business  analytics,  predict  purchasing  and  browsing  preferences 
by  analyzing  user  behavior,  all  while  delivering  real-time  recommendations.  Plus,  through  direct  support  for  XML-based 
data,  companies  can  exchange  catalog  and  order  information  with  partners  and  integrate  order  fulfillment  systems 
for  seamless  transactions.  Find  out  how  .NET  connected  software  can  help  you  connect  with  your  customers  better. 
Go  to  microsoft.com/enterprise  Software  for  the  Agile  Business. 


The  Royal  Canadian  Mint  wanted  to  reach  its  diverse  worldwide  customers,  expand  sales  of 
its  products,  and  deliver  a  highly  customized  consumer  experience,  so  they  used  the  Web 
content  management  capabilities  of  Microsoft  Content  Management  Server  integrated  with 
the  e-commerce,  personalization  and  backend  data  integration  capabilities  of  Microsoft 
Commerce  and  BizTalk ®  Servers.  Now  the  Mint  can  publish  content  in  multiple  languages, 
draw  on  customer  information  from  its  legacy  database,  and  feed  online  orders  through 

an  existing  ERP  system,  enabling  the  Royal 
Canadian  Mint  to  offer  customers  a  richer 
and  more  personalized  experience. 


C  2002  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  BizTalk  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries.  The  names  of  actual  companies  and  products  mentioned  herein 


may  be  the  trademarks  of  their  respective  owners. 
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Make  every  step  count  for  more. 


Nokia  security  appliances  simplify  network  security. 

Pre-installed,  pre-configured  and  ready  to  go. 

Whether  they’re  being  used  for  VPNs,  firewalls,  intrusion  protection,  or  Internet 
traffic  management,  Nokia  appliances  are  delivered  ready  for  implementation. 
They’re  compatible  with  any  IP  network.  Often,  the  only  on-site  requirements 
are  powering  up  the  appliance,  connecting  it  to  the  network,  and  entering  the 
correct  IP  address. 

Nokia  security  appliances  are  designed  for  full  remote  management. 

Easy-to-use  GUI-based  interfaces  offer  a  full  overview  of  security  deployment,  or 
a  drill-down  to  the  details,  anytime.  Deep  collaboration  with  partners  like  Check 
Point  Software  Technologies,  Internet  Security  Systems  and  F5  helps  coordinate 
all  the  capabilities  of  their  applications.  So  our  customers  can  respond  to  internal 
and  external  threats,  by  upgrading  or  redeploying  their  equipment,  quickly  and 
more  easily  than  ever  before. 

First  Call-Final  Resolution  support  eliminates  the  usual  finger-pointing. 

It’s  another  way  that  our  ongoing  partnerships  give  our  customers  greater  peace  of  mind. 
To  download  case  studies,  details  and  morejustvisitwww.nokia.com/ipsecurity/na. 
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AMERICA 

The  federal  government’s  homeland  security  efforts  promise 
to  be  the  biggest  change  management  challenge  of  all  time. 
By  Todd  Datz 
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The  Office  of  Homeland 
Security’s  IT  leadership 
team— Steve  Cooper  (left) 
and  Jim  Flyzik— liken  their 
integration  challenge  to  a 
simultaneous  merger, 
acquisition  and  startup. 
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By  Lafe  Low 

BOOK  EXCERPT  I  GEEKS  &  GEEZERS 
The  Alchemy  of  Leadership  I  84 

Four  qualities,  when  mixed  together  in  proper  proportion,  pro¬ 
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And  now,  a  few  words 
about  data  back  up: 


For  the  tech  crowd: 

BrightStor™  Storage  Software 

More.  More.  And  now.  These  are  the  words  most  frequently 
associated  with  storage  needs.  The  explosion  in  web  activity, 
the  perpetually  increasing  number  of  applications  coming 
out  that  require  larger  databases  and  the  spiraling  complexity 
of  enterprise  storage  solutions  has  increased  the  demand  for 
immediate  solutions  to  growing  storage  problems. 

That's  why  there's  BrightStor  from  Computer  Associates  (CA). 
The  most  comprehensive  family  of  storage  solutions  on  the 
market,  BrightStor  solutions  are  completely  and  totally  open. 
Which  means  that  unlike  most  vendors,  who  are  focused 
solely  on  their  individual  solutions,  BrightStor  brings  multi¬ 
vendor  systems  and  the  environment  together  seamlessly. 

What  does  this  mean  for  you?  It  means  optimization  of 
resources  across  all  platforms  and  storage  types.  It  means  a 
greater  understanding  of  your  storage  resources  and  how  to 
best  allocate  them  to  fit  your  needs.  And  it  means  a  lower 
total  cost  of  ownership. 

Specifically,  BrightStor  provides  you  with  unparalleled  data 
protection,  real-time  data  availability,  and  the  ability  to  view, 
manage,  and  monitor  your  resources  from  a  central  location. 
And  BrightStor  is  the  only  software  of  its  kind  that 
incorporates  CA's  portal  technology —  the  leading  portal 
solution  on  the  market. 

Why  rely  on  Computer  Associates?  Because  we're  a 
completely  independent  software  company  with  over 
25  years  of  experience.  That's  how  we  got  to  be  the 
software  management  experts.  And  that's  why  99%  of 
the  Fortune  500®  rely  on  our  software. 

We  know  that  storage  is  no  longer  just  backing  up  what  you 
already  have.  It's  facilitating  integration  with  every  aspect  of 
your  entire  eBusiness.  It's  leveraging  all  of  your  existing 
capabilities  to  maximize  your  resources  enterprise-wide.  And, 
most  important,  it's  using  what  you  have  to  find  future 
opportunities  and  capitalize  on  them. 


For  everybody  else: 

Reliable  =  Good. 
Unreliable  =  Bad. 


Computer  Associates™ 


HELLO  TOMORROW 


TM 


WE  ARE  COMPUTER  ASSOCIATES  THE  SOFTWARE  THAT  MANAGES  eBUSINESS,M 


ca.com/brightstor/storage 


©2002  Computer  Associates  International,  Inc.  (CA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respective  companies 
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said  it  could  be:  The  most  natural,  mobile,  productive 


ST4000  Tablet  PC  Is  Here 


The  Stylistic 


and  thoroughly  thought  out  PC  the  world  has  ever  seen. 


The  Stylistic®  ST4000  is  powered  by  an  ultra  low  voltage 
Mobile  Intel® Pentium®  III  Processor  800MHz  -  M  which 
supports  enhanced  Intel®  SpeedStep®  Technology, 


pentiurr 

Fujitsu  and  the  Fujitsu  logo  are  registered  trademarks  of  Fujitsu  Limited.  Stylistic  is  a  registered  trademark  of  Fujitsu  PC  Corporation.  Intel,  the  Intel  Inside  logo,  Pentium  and1  Intel  SpeedStep  are  trademarks  or  registered  trade¬ 
marks  of  Intel  Corporation  oruts  subsidiaries  in  the  United  States  and  other  countries.  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation.  ©  2002  Fujitsu  PC  Corporation,  All  rights  reserved, 


12  YEARS. 


12  YEARS  OF  DESIGNING, 
TESTING  AND 
IMPLEMENTING  PEN 
COMPUTING  PRODUCTS. 

OUR  TABLET  PC  IS  HERE. 

12  YEARS  AWAY  FROM 
ORDINARY. 


THE  POSSIBILITIES  ARE  INFINITE 


Learn  how  ourTablet  PCs  can  give  your  company  a  competitive  edge. 

Call  us  today  at  1-877-372-3473  or  visit  www.fujitsupc.com/12years 


Fujitsu  recommends  Microsoft®*  Windows®  XP  Professional  for  Mobile  Computing. 
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-CIO  columnist  Jerry  Gregoire  on  leading  change  Page  36 
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Management  guru  Jim  Collins  says  that  the  self- 
serving,  charismatic  CEOs  who  once  served  as  role 
models  for  ambitious  managers  make  poor  leaders. 
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intel.com 


Did  we  break  a  barrier? 

Or  did  we  break  new  ground? 


Intel  invests  billions  of  dollars  annually,  resulting  in  remarkable  technological  achievements. 


Actually,  we  did  both.  And  this  time 
unprecedented  processor  speed  is  just  the 
beginning.  Intel’s  Hyper-Threading  Technology 
takes  the  processor  beyond  gigahertz  - 
increasing  responsiveness  while  running 
multiple  applications.  Because  more  efficient 
multitasking  means  a  more  productive 
end-user.  It’s  just  another  way  Intel  delivers 

Return  On  innovation. 

Introducing  the  Inter  Pentium6  4 
Processor  with  HT  Technology 

3.06  GHz/ 


Systems  supporting  HT  Technology  This  logo  means  your  system 

can  process  two  streams  is  running  on  Intel’s  most 

of  information  at  the  same  time.  powerful  desktop  processor. 


'Look  for  systems  with  the  Intel  Pentium  4  Processor  with  HT  Technology  logo  which  your  system  vendor  has  verified  utilize  Hyper-Threading  Technology. 

Performance  will  vary  on  the  specific  hardware  and  software  you  use.  See  www.intel.com/info/hyperthreading  for  information. 

©2002  Intel  Corporation.  Intel  and  Pentium  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries.  All  rights  reserved. 


Dell  server  consolidation. 

Saves  money.  Saves  space. 

Spells  doom  for  your  old  servers. 


Dell  |  Enterprise 


Dell  PowerEdge “  Servers  use  Intel ®  Xeon®  Processors. 

Consolidate  with  Dell  and  you'll  need  to  find  a  new  use  for  your  old  servers. 

What  kind  of  server  consolidation  solutions  does  Dell  bring  to  your  enterprise?  Just  what  you'd  expect:  A  legendary  focus  on  you,  the 
customer,  that's  as  relentless  as  our  focus  on  driving  down  costs.  An  end-to-end  solution  that  saves  you  money  today  and  tomorrow 
by  delivering: 


o  Maximum  flexibility,  manageability,  value  and  price/performance.  Our  new  line  of  PowerEdge”  servers,  powered  by 
Intel®  Xeon®  processors,  that  consistently  rank  at  the  top  of  industry  benchmarks  such  as  TPC*  Collectively  lowering  TCO 
and  accelerating  time  to  ROI. 

Optimized  uptime/maximized  investment.  Dell's  new  systems  management  solutions  deploy  software,  tools  and  services 
which  simplify  and  automate  server  systems  administration.  Leveraging  your  IT  resources  and  maximizing  your  IT  dollar. 

o  Server  infrastructure  consolidation  services.  Our  comprehensive  portfolio  includes  consolidation  readiness  assessment, 
consolidation  design  and  transformation,  customer  training  and  certification,  deployment  and  high  availability  support  services. 


Flexible  financing  alternatives.  Dell  gives  you  a  variety  of  financing  avenues  designed  to  help  you  optimize  ROI. 


^  For  nearly  20  years,  we've  revolutionized  the  way  the  world  buys  and  manages  technology.  Now  find 

out  how  Dell's  direct  approach  can  revolutionize  your  server  consolidation.  To  learn  more  about  the  Dell  ROI 


test,  visit  www.dell.com/serverROI  or  call  us  toll  free  at  1-877-434-DELL 


"Per  TPC  W  100.000  Item  Co< 
of  Intel  Corporation  or  its  sub 


Flexible  solutions  that  can  cut  costs  today  and  tomorrow.  Easy  as 


D0LL 


Call  1-877-434-DELL  or  visit  www.dell.com/serverROI 

te  2002  for  more  information  visit  wwwtpcorg  TPC  and  TPC-W  are  trademarks  of  the  Transaction  Processing  Performance  Council.  Intel,  the  Intel  logo  and  Xeon  are  uadem.i  *s  ci 
ed  States  and  other  countries  Dell,  the  Dell  logo  and  PowerEdge  are  registered  trademarks  of  the  Dell  Computer  Corporation  ©2002  Dell  Computer  Corporation  All  rights  reserved 


WEB 

connections 

Interactive  features  from  December  1  to  December  14 


Steve  Cooper,  CIO 
and  senior  director 
for  information 
integration  at  the 
Office  of  Homeland 
Security. 


WEIGH  IN 

Uncle  Sam  needs  your 
integration  advice 

While  we  wait  for  the  Department  of 
Homeland  Security  to  get  the  congres¬ 
sional  go-ahead,  one  CIO  is  charged  with 
meeting  the  challenges  of  technological 
integration  and  employee  collaboration 
(see  Integrating  America,  Page  44). 

What  lessons  from  your  own  integra¬ 
tion  efforts  can  the  feds  use?  Go  online 
and  share  your  advice. 


KNOW  MORE 

Leasing  Glossary 

Know  your  bargain  purchase  option  from 
your  hell-or-high-water  clause?  Don’t  get 
taken  for  a  ride  on  your  next  lease  (see  A 

LESSON  ON  LEASING,  Page  78).  Check 
in  with  our  online  Leasing  Glossary  and 
understand  the  lingo  before  you  sign  on 
the  dotted  line. 


ASK  THE  AUTHOR 

What  makes  a  great 
leader? 

In  their  new  book,  Geeks  &  Geezers, 
coauthors  Robert  J.  Thomas  and  Warren 
G.  Bennis  outline  THE  ALCHEMY  OF 
LEADERSHIP  (see  Page  87).  Share  your 
own  insights,  or  ask  Thomas  for  more, 
online  through  Dec.  14. 


Find  links  to  stories  mentioned  above  in  the  WEB  CONNECTIONS  box  at  www.cio.com. 


Peer  Resources 

CIO’s  sister  publications  build  on  stories  covered  in  this  issue 

ON  DARWINMAG.COM:  Harold  Kutner  has  been  tapped  to  save  Covisint  (see 
Page  62).  For  the  Detroit  e-commerce  exchange’s  beginnings,  read  Motor  City 
Shake-Up.  www.darwinmag.com 

FROM  CSO  MAGAZINE:  Some  companies  have  figured  out  the  ROI  on  wireless 
(see  Page  53).  Others  have  zapped  its  security  bugs;  read  How  to  Rope  In 
Rowdy  Technologies,  www.csoonline.com 


Editor’s  Picks 

Art  Jahnke, 

Web  Editorial  Director 

Editors  are  supposed  to  be  literal-minded 
people,  so  it’s  possible  that  I've  chosen  the 
wrong  profession.  One  of  my  favorite 
features  on  CIO.com  has  very  few  words 
and  lots  of  pictures.  The  Big 
Picture  is  a  chart  depicting 
an  important  information 
technology  trend,  such  as 
the  growth  in  the  number  of 
government  websites  that 
publish  privacy  and  security  policies.  The 
Big  Picture  is  fun,  fast  and  often  surprising. 
Look  for  it  on  our  homepage  each  Friday. 

Our  website  logs  show  that  more  readers 
spend  more  time  reading  Analyst  Corner 
than  any  other  Web-only  feature.  You  can 
read  the  latest  reports  from  the  most 
authoritative  analysts,  such  as  Current 
Analysis,  Gartner,  Giga,  IDC,  Meta  Group 
and  the  Yankee  Group.  Check  it  out  at 
www.cio.com/analyst,  and  give  us  your 
analysis  of  the  analysts. 


Our  Daily  Web 

MONDAY  Tech  Tact 

Technology  Editor 
Christopher  Lindquist 
covers  what’s  coming. 


TUESDAY  Alarmed  Security  expert  Sarah 
D.  Scalet  on  what  to  worry  about. 

WEDNESDAY  Metrics  Web  Writer  Jon 
Surmacz  makes  sense  of  the  numbers. 

THURSDAY  Sound  Off  Web  Editorial 
Director  Art  Jahnke  opines  on  ethical 
dilemmas. 

FRIDAY  The  Big  Picture  Charts  and  graphs 
worth  a  thousand  words. 
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(APPLICATION  CONFIDENCE> 


You  don't  have  to  put  the  brakes  on  your  business  to  improve  application 

* 

performance  and  availability.  At  Quest,  our  single  focus  is  creating  software 
products  to  help  you  develop,  deploy,  manage  and  maintain  enterprise 
applications  without  expensive  downtime  or  business  interruption.  Join 
the  more  than  1 8,000  global  businesses,  including  75%  of  the  Fortune  500, 


who  are  Application  Confident  with  Quest  Software. 
Download  Quest's  white  paper  "Reducing  Downtime 
During  A  Consolidation" at  www.quest.com/confident. 


QUEST 

K2  SOFTWARE 

©  2002  Quest  Software  Inc.,  Irvine,  CA  92618  Tel:  949.754.8000  Fax:  949.754.8999 


PRODUCTIVITY  PERFORMANCE 


24/7  AVAILABILITY 


LOWER  TCO 


g 


wiHi 

all  « 


, 

SYBASE  e-BUSINESS  SOFTWARE.  EVERYTHING  WORK 


THE  STRAIGHT  GOODS  ON  SOFTWARE  INTEGRATION. 


C 


HIPAA  implementation  deadlines  are 
approaching.  Rapidly. 

This  doesn't  necessarily 
have  to  be  a  cause  for 
anxiety.  You  can  accept 
HIPAA  as  a  challenge 
to  meet  the  mandated 
deadlines,  or  you  can  view 
it  as  an  opportunity  to 
improve  your  systems  and 
processes,  and  create  a 
competitive  advantage. 

We  can  help  you  do  both. 

HIPAA  Studio  is  a  software  suite 
specifically  designed  to  help  you 
implement  a  robust,  flexible 
platform  for  enterprise  integration 
while  achieving  compliance  with 
HIPAA  transaction  standards. 

HIPAA  Studio  leverages  the 
knowledge  and  capabilities  we've 
developed  from  nearly  20  years  of 
managing  information,  application 
and  process  integration. 

HIPAA  ACCELERATOR 
AND  EDI  SERVER 

Working  with  HIPAA  Studio,  you'll 
be  able  to  transform  your  internal 
data  into  new  HIPAA-compliant  EDI 
transactions  you  can  route  to  your 
trading  partners.  You'll  also  be  able 
to  transform  HIPAA-compliant  data 
received  from  trading  partners  and 

f - v 

The  Software 
Integration  Company 

We  can  help  you  integrate  all  the 
disparate  data  and  business  applications 
running  in  your  enterprise  and  extend 
them  to  any  location  in  the  world: 
platforms,  application  servers, 
components,  databases,  applications, 
processes,  integration  brokers,  even 
mobile/wireless  solutions.  By  choosing 
Sybase,  you  can  preserve  and  extend 
your  existing  infrastructure  investments, 
avoid  proprietary  traps,  and  improve 
efficiency  across  the  enterprise. 

I  _ _ _ ' 


integrate  it  with  your  internal 
systems.  To  accomplish  this  task,  our 
HIPAA  Accelerator™  provides  you  with 
a  complete  set  of  HIPAA-compliant 
XI 2  standards  with  compliance  maps 
for  each  and  every  transaction. 


The  second  key  component  of  HIPAA 
Studio  is  EDI  Server,  featuring  all 
the  tools  you  need  to  seamlessly 
transform  large  volumes  of  data  and 
share  it  with  your  trading  partners. 

In  addition  to  its  wide  support  of 
standards  and  any-to-any  mapping 
capabilities,  EDI  Server  also  enables 
you  to  develop  powerful,  integrated 
n-tier  Web  applications.  (This  may 
be  the  appropriate  time  to  remind 
you  that  Sybase  is  a  leader  in 
Enterprise  Portal  technology.) 

THE  NEXT  STEPS  FORWARD 

Our  Sybase  Process  Server  takes  you 
past  compliance  and  into  the  arena 
of  improved  process  management 
and  improved  back-end  integration 
for  competitive  advantages  in  the 
marketplace.  It's  an  optional  rules- 


based  engine  for  business  process 
management  and  more  complex 
integration  requirements. 

And  the  latest  addition  to  our  HIPAA 
Studio  is  the  HIPAA  Repository.™ 


HIPAA  Repository  maintains  all  the 
data  that  is  found  in  your  HIPAA 
transactions.  HIPAA  Repository 
works  with  all  HIPAA-related 
solutions,  including,  of  course,  our 
own  HIPAA  Studio. 

Sybase  HIPAA  Studio  gives  you  the 
tools  you  need  to  make  your 
compliance  dates  with  cqnfidence. 
And  actually  create  new  competitive 
advantages  for  your  organization. 
All  without  a  trace  of  anxiety. 

Find  out  how  to  get  started  at 
sybase.com/integrationsolutions. 


I  Sybase 


The  Health  Insurance  Portability  and  Accountability  Act  (HIPAA)  deadlines  for  compliance  are  rapidly  approaching.  HIPAA  Studio  can  help  you  meet 
the  compliance  challenge  quickly  and  smoothly. 

©2002  Sybase,  Inc.  All  rights  reserved.  All  trademarks  are  the  property  of  their  respective  owners. 


BETTER  WHEN  EVERYTHING  WORKS  TOGETHER. 


From  the  Editor 

lundberg@cio.com 
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CIOs  Steve  Cooper  and  Jim 
Flyzik  will  need  all  the 
advice  they  can  get  should 
the  call  come  through  for  the 
new  Department  of  Home¬ 
land  Security.  What  words  of 
wisdom  do  you  have  to  share 
on  integrating  systems  and 
people?  WEIGH  IN  with  your 
advice  on  the  Web  at 
comment.cio.com/weighin. 


The  Declaration  of 
Integration 


FOR  MOST  CIOS  these  days,  integration  is  job 
one.  And  no  one’s  facing  a  greater  integration  chal¬ 
lenge  than  the  two  men  planning  the  IT  for  the 
United  States’  proposed  new  Department  of  Home¬ 
land  Security  (see  “Integrating  America,”  by  Todd 
Datz,  beginning  on  Page  44). 

“Planning  IT”  doesn’t  really  convey  the  immen¬ 
sity  of  the  job  these  guys  are  taking  on.  According 
to  Steve  Cooper,  CIO  for  the  Office  of  Homeland 
Security,  and  Jim  Flyzik,  a  senior  adviser  to  Home¬ 
land  Security  boss  Tom  Ridge  on  detail  from  the 
Treasury  Department  (where  Flyzik  serves  as  CIO), 
the  challenges  are  fourfold: 

■  Design  an  architecture  for  a  new  government 
entity  containing  22  existing  agencies  and  pro¬ 
grams. 

■  Modernize  or  retire  hundreds  of  legacy  infor¬ 
mation  systems. 

■  Establish  a  working  model  for  knowledge  shar¬ 
ing  among  all  these  disparate  groups. 

■  Bridge  the  cultural  gaps — some  of  which  have 
existed  for  centuries — between  the  agencies.  (The 
Customs  department,  for  example,  has  its  own  flag 
and  uniform.) 

Building  the  technology  connections  to  enable 
all  that  will  be  daunting,  but  nothing  compared 
with  the  organizational  and  process  changes  that 


are  at  the  heart  and  soul  of  this  new  endeavor. 

As  tough  as  this  assignment  is,  it’s  critical.  “I 
would  suggest  the  world  has  changed  considerably 
since  the  1940s,”  says  Flyzik.  “It’s  long  overdue 
that  somebody  take  a  look  at  the  government  from 
a  functional  view  instead  of  an  agency-by-agency 
view.” 

And  what  better  place  to  start  than  with  the 
security  of  the  nation. 

If  you’re  the  CIO  of  a  large  organization,  a  lot  of 
this  will  sound  familiar.  IT  organizations  have 
become  integration  operations  more  than  develop¬ 
ment  shops.  There’s  so  much  good  technology 
already  in  place — and  so  many  good  packaged 
options  available — the  real  action  for  CIOs  lies  in 
understanding  the  best  processes  for  a  given  activ¬ 
ity  (whether  it’s  issuing  visas  or  generating  invoices) 
and  fitting  the  disparate  technology  pieces  together 
to  support  all  that. 

Integration  in  itself  is  not  the  goal.  The  real  value 
will  come  from  getting  the  right  information  (good, 
clean,  timely,  reliable  data)  to  the  right  people  at  the 
right  time,  and  giving  those  people  the  tools  to  find 
the  meaning  in  it. 

That  seems  like  a  really  tall  order  to  me.  As  good 
as  they  are,  Cooper  and  Flyzik  are  going  to  need  all 
the  help  they  can  get. 
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It's  not  how  many  ideas  you  have.  It's  how  many  you  make 
happen.  So  whether  it's  your  idea  or  Accenture's,  we'll  help  you 
turn  innovation  into  results.  See  how  at  aeeenture.com 


Consulting  •  Technology  •  Outsourcing  •  Alliances 


accenture 


Innovation  delivered. 
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Reader  Feedback 


SOLID  SOFTWARE  EQUALS  INTEGRITY 

With  respect  to  “Building  Solid  Software,”  Aug.  15, 2002  [available  at  www.cio.com/ 
printlinks ],  while  the  technology  and  tools  have  reached  a  mind-boggling  level  of  sophistication, 
simple  concepts  that  build  integrity  into  a  system  are  not  practiced  (or  even  known)  by 
technologists  today  because  it  seems  so  unglamorous  and  bland.  How  many  applications  print 
a  checklist  or  an  edit  list  for  all  the  error  conditions  before  carrying  out  huge  updates  and 
reporting  cycles?  It  is  a  fallacy  to  believe  that  everything  is  so  online  and  so  real-time  that  we 
do  not  need  such  things  anymore.  In  an  automated  “integration"  application  that  costs  upward 
of  a  quarter-million  dollars,  if  an  incoming  file  has  a  customer  code  that  does  not  exist  on  the 
base  master,  the  incoming  record  is  simply  ignored.  How  many  project  managers  and  project 
sponsors  will  insist  on  building  such  “old-world"  capabilities  in  their  software?  This  is  another 
breed  of  bugs  that  needs  equally  serious  attention  if  we  have  to  build  solid  software. 

Buck  Kulkarni  •  President,  Enterprise  Solutions  Group  •  Genesys  International 

White  Plains,  N.Y.  •  buck.kulkarni@igenesys.com 


THOUGHTS  ON  I.T. 
DECISIONS? 

I  read  with  great  interest  Jerry  Greg- 
oire’s  column,  “A  Seat  on  the  Board,” 
[see  www.cio.com/printlinks ]  in  the 
Oct.  1,  2002,  issue. 


Given  the  recent  disclosures  about 
malfeasance  and  other  lack  of  over¬ 
sight  by  the  executive  management  and 
boards  of  certain  companies,  what  are 
your  thoughts  on  how  companies  make 
business  decisions  regarding  IT  invest¬ 
ments  and  projects? 

The  superficiality  of  understanding 
regarding  these  projects  is  amazing. 
Especially  considering  that  they  are 


affecting  the  organization’s  customer¬ 
facing  people  and  their  customers. 

James  Mercante 
President 

The  White  Blackbird  Group 
Landenberg,  Pa. 
jmercante@aol.  com 

[Editor’s  note:  No  one  would  argue  that 
bogus  ROI  claims  and  superficial  under¬ 
standing  of  IT  investment  risks  and 
rewards  are  not  still  rampant  in  compa¬ 
nies.  Could  an  outside  CIO  on  the  board 
make  a  big  difference ?  We  think  so.  But 
are  boards  ready  to  embrace  CIOs  and 
what  they  have  to  offer f  Not  widely,  but 
signs  are  pointing  to  a  change.  When 
The  Gap  clothing  chain  announced  the 
addition  of  Bob  Martin,  one-time  CIO 
of  Wal-Mart,  to  its  board,  the  company 
emphasized  the  value  of  his  IT  exper¬ 
tise.  We’ll  be  writing  more  soon  about 
CIOs  on  boards.] 

CRUISE  CONTROL 

It  was  fun  reading  your  article  [“Over 
Bored,”  CIO  Observer,  Sept.  1,  2002, 
www.cio.com/printlinks] . 


Being  a  vendor  myself,  I  could  really 
relate  to  many  of  your  observations. 
But  the  perennial  question  is:  Even  if  I 
have  a  great  product/service,  how  do  I 
get  it  to  the  attention  of  the  decision¬ 
maker  (who’s  often  the  CIO),  who  is 
already  so  deluged  with  information? 

Vinay  Bansal 
Princeton,  N.J. 
vinay.  bansal@bsil.  com 

[A  number  of  CIO  editors  have  set  sail 
on  CIO  conference  cruises.  We’ve  heard 
from  many  attendees  that  the  trips  are 
an  extremely  efficient  use  of  their  time. 
They  get  the  meetings  they  want,  struc¬ 
tured  in  30-minute  intervals  back  to 
back.  No  wasted  time.  CIOs  also  tell 
us  that  at  any  conference,  the  best  ven¬ 
dor  face  time  is  spent  with  the  com¬ 
pany’s  top  leaders,  not  with  the  sales  or 
marketing  staff. ] 

CORRECTION 

Due  to  a  reporting  error  in  our  Oct.  15, 
2002,  cover  story,  “Good  Stuff  Cheap,” 
we  wrote  that  40  percent  of  Hewlett- 
Packard  Financial  Service’s  revenue 
derives  from  the  used  equipment  mar¬ 
ket.  That  40  percent  figure  should  be 
attributed  to  HP’s  Technology  Value 
Solution  Division,  a  division  of  HPFS. 
The  correct  figure  for  the  percentage  of 
revenue  HPFS  as  a  whole  derives  from 
the  secondary  market  is  9  percent.  We 
apologize  for  the  error. 

WHAT  DO  YOU  THINK? 

Send  your  thoughts  and  feedback 
to  letters@cio.com.  Letters  may  be 
edited  for  length  or  clarity. 
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I  see  England.  I  see  France.  I  see  your  company's  underpants. 


Does  remote  access  make  you  feel  exposed?  With  Fiberlink,  you're  covered. 

Mobile  executives.  Telecommuters.  Branch  offices.  All  tapping  into  your  network's  mission-critical  applications  and  data.  How 
can  you  be  sure  you  have  the  enterprise-class  security  you  need?  •  Only  Fiberlink  delivers  a  level  of  integrated  security,  access 
and  management  that  optimizes  remote  access  —  anytime,  anywhere.  The  confidence  of  policy-enabled  remote  access,  with 
integrated  authentication,  intrusion  detection,  VPN,  distributed  firewall  and  virus  protection.  And  the  diversity  and  redundancy 
of  the  world's  largest  IP  backbones  —  making  Fiberlink  a  key  component  of  your  business  continuity  plan.  •  It's  no  wonder  that 
leading  industry  analysts  recommend  Fiberlink  to  their  clients.  Did  we  also  mention  that  our  customers  typically  reduce  their 
costs  by  as  much  as  80%? 

Learn  more  atwww.fiberlink.com  or  call  1-800-UNKNQW  today.  Before  you  catch  something. 
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Fiberlink  Global  Remote:  for  mobile  professionals  I  Fiberlink  Secure  Broadband:  for  telecommuters  I  Fiberlink  Global  Connect:  for  branch  offices 


The  Magazine  for  Information  Executives 


President  Walter  Manninen 
Publisher  Gary  J.  Beach 

Editorial  Director  Lew  McCreary 

EDITORIAL 

Editor  in  Chief  Abbie  Lundberg 
Deputy  Editor  Richard  Pastore 
Managing  Editor  David  Rosenbaum 

Managing  Editor,  Production  Cheryl  R.  Asselin 

Executive  Editors  Michael  Goldberg,  Christopher  Koch 
(Investigations) 

Leadership  and  Management  Editor  Edward  Prewitt, 
Opinion  and  Knowledge  Management  Editor  Megan 
Santosus,  Research  Editor  Lorraine  Cosgrove  Ware, 
Special  Projects  Editor  Mindy  Blodgett,  Technology 

Editor  Christopher  Lindquist 

Senior  Editors  Alison  Bass  (CRM),  Todd  Datz, 

Alice  Dragoon,  Elana  Varan  (B2B  E-Commerce) 

Features  Editor  Lafe  Low 

Senior  Writers  Scott  Berinato  (Security  and  Vendor 
Management),  Meridith  Levinson  (B2C  E-Commerce), 
Stephanie  Overby,  Sarah  D.  Scalet  (Security  and 
Privacy) 

Staff  Writer  Ben  Worthen 
Copy  Chief  Tom  Wailgum 

Asst.  Managing  Editor,  Production  Kathleen  S.  Carr 

Copy  Editors  Kelli  A.  Gauthier  (Assoc,), 

Emily  S.  Henderson,  Sarah  Johnson  (Assoc.) 

Research  Manager  Lynne  Z.  Rigolini 
Editorial  Resource  Manager  Carol  Zarrow 
Editorial  Assistants  Daniel  J.  Horgan,  Joe  Sullivan 
Consulting  Editor  Janice  Brand 
Editor  at  Large  Jerry  Gregoire 

Contributors  Warren  G.  Bennis,  Susan  H.  Cramm, 
Michael  Schrage,  Dick  Stenmark,  Robert  J.  Thomas 

Editorial  Operations  Specialist  Julie  Hanson 


How  to  Reach  Us 

E-mail  letters@cio.com 
Phone  508  872-0080 
Fax  508  879-7784 

Address  CIO  Magazine,  CXO  Media  Inc,, 

492  Old  Connecticut  Path,  P.0,  Box  9208, 

Framingham,  MA  01701-9208 

Website  www.cio.com 

Topic  Experts  www.cio.com/online_beats2.html 

Subscriber  Services  866  354-1125,  Fax  847  564-9453, 
E-mail  cio@omeda.com 

Rights  and  Permission  Andrew  Burrell  •  508  935-4785, 
E-mail  aburreil@cxo.com 


DESIGN 

Executive  Director,  Art  and  Design  Mary  Lester 

Art  Directors  Hana  Barker,  Terri  Haas,  Lisa  Munroe 

Associate  Art  Director  Owen  Edwards 

Senior  Designer  George  Lee 

Designer  Kaajal  S.  Asher 

Associate  Designer  Alberto  Capolino 

Design  Group  Assistant  Rachel  Barnett 

ONLINE 

Senior  VP/General  Manager,  Online  Tim  Horgan 
Web  Editorial  Director  Art  Jahnke 
Web  Editor  Sandy  Kendall 
Web  Writer  Jon  Surmacz 

Director,  CIO  Best  Practice  Exchange  Martha  Heller 
Senior  Editor,  CIO  Best  Practice  Exchange  Sari  Kalin 
Operations  Asst.,  CIO  Best  Practice  Exchange  Lisa  Byron 

Senior  Account  Executive,  CIO  Best  Practice  Exchange 

John  Shirley 

Online  Technology  Director  Dagmar  Eiben 
Senior  Web  Developer  Ellen  Morey 
Online  Research  Manager  Kathleen  Kotwica 
Audience  Development  Manager  Andrew  Burrell 
Web  Developers  Diane  Chen,  Shannon  Macdonald 
Online  Content  Researcher  Tara  Gillet-Liloia 
Designer  Graham  White 

CIRCULATION 

Senior  VP/Circulation  Carol  A.  Spach 
Circulation  Promotion  Manager  Faith  Marcello 
Circulation  Fulfillment  Manager  Valerie  Szymanski 
Subscription  Svcs.  Supervisor  Tina  Pescara 
Circulation  Fulfillment  Assistant  Diana  Turco 

PRODUCTION 

VP/Manufacturing  Chris  Cuoco 
Production  Manager  Lee  Tuttle 
Ad  Production  Coordinator  Lisa  Stevenson 

EXECUTIVE  PROGRAMS 

Senior  Vice  President  Ronald  L.  Milton 

VP,  Conference  Management  Cynthia  Molius 

Director,  Marketing  Services  Shellie  Rapson  James 

Director,  Sales  John  Amato 

Manager,  Program  Operations  Brian  Fuce 

Manager,  Procurement/Tech.  Planning  Cynthia  Laird 

Event  Development  Specialist  Sandra  J.  Hughey 

Senior  Program  Applications  Specialist 

Heather  Beauton 

Operations  Coordinator  Michael  Barbato 


Fulfillment  Services  Coordinator  Andrea  Slobogan 
Manager,  Event  Planning  AmyTurell 

MARKETING 

Executive  VP/Marketing  Cathy  O’Leary  Hayes 
VP/News  and  Information  Susan  Watson 
Media  Relations  Manager  Karen  Fogerty 
News  and  Information  Assistant  Lori  Piscatelli 
Marketing  Research  Director  Bridget  Cammarata 
Marketing  Research  Manager  Carolyn  Johnson 
Sr.  Marketing  Research  Analyst  Dylan  DiGregorio 
Marketing  Comm.  Director  Sue  Yanovitch 
Sr.  MarCom  Development  Specialist  Kari  Curto 
Marketing  Comm.  Coordinator  Sarah  Crowley 

ADMINISTRATION 

Finance  and  Operations  Analyst  Chris  Bernardi 
Executive  Assistant  to  the  President  Diane  Martin 
Billing  Administrator  Joyce  Gillis 
Facilities  Specialist  John  Kelley 
Office  Services  Coordinator  Mary  E.  Wooldridge 

INFORMATION  SYSTEMS 

VP/CIO  Rick  Broughton 

Infrastructure  Manager  James  C.  Burgoyne 
User  Services  Manager  Ron  Bettencourt 
Senior  User  Services  Specialist  Michael  Fahlsing 
System  Administrator  Robert  Reagan 
User  Support  Specialist  Jonathan  Frappier 

HUMAN  RESOURCES 

VP,  Human  Resources  Patricia  Reilly 

Human  Resources  Manager  Tanya  Bureau 

Human  Resources  Representative  Beth  S.  Ramistella 

FOUNDER 

Joseph  L.  Levy 


INTERNATIONAL  DATA  GROUP 

CEO  Pat  Kenealy 

Board  Chairman  Patrick  J,  McGovern 


©  CXO  Media  Inc, 


2  0  CIO  DECEMBER  1,  2002 


www.cio.com 


In  the  Midst  of  the  Telecom  Storm... 

SAWIS  Customers  Know  the  Way. 


The  Network  that  powers  Wall  Street sm 


1-800-SAVVIS- 1 
www.savvis.net/testimonials 


With  all  the  turmoil  in  the  telecom  industry  today,  it’s  easy  to  feel  like 
you’ve  been  caught  in  the  “perfect  storm.”  You  worry  that  choosing 
the  wrong  network  provider  could  leave  your  company  vulnerable. 
Conversely,  you  worry  that  delaying  decision-making  could  leave  you 
behind  the  curve. 

SAWIS  customers  tell  us  they’re  on  course.  Their  IP  VPN  is  getting 
the  job  done  for  voice  over  IP  (VoIP),  global  video  conferencing,  ERP, 
and  more. 

From  Wall  Street  to  Main  Street,  SAWIS  is  the  financially  sound 
choice  for  people  who  demand  a  proactive  managed  IP  service  provider. 
SAWIS  has  been  delivering  high  performance  IP  VPN  and  managed 
hosting  services  to  financial  institutions,  professional  services  firms, 
and  retail  enterprises  for  years.  And,  SAVVIS  has  one  of  the  strongest 
balance  sheets  in  the  industry. 

Don’t  just  take  our  word  for  it.  Visit  our  web  site  and  discover  what 
the  Chicago  Board  Options  Exchange,  Looksmart,  the  Philadelphia 
Stock  Exchange,  RM  Crowe,  Shearman  &  Sterling,  Fitch  Ratings, 
Telezoo  and  so  many  others  have  to  say  about  working  with  SAVVIS. 


Trust  the  Network  that  Powers  Wall  Street 

to  Empower  your  Business. 
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Linux®  ready  with  self-managing  features  for  every  e-business. 


Intel^based  /  xSeries™ 

it’s  an  affordable  and  powerful 
combination  of  mainframe- 
inspired  reliability  and  smart 
systems  management  tools. 


UNIX®  /  pSeries™ 
Highly  available,  highly  affordable 
and  highly  coveted. The  pSeries  is 
the  platform  of  choice  for  powerful 
UNIX  and  Linux  solutions. 


Midrange  /  iSeries™ 

Brings  easy-to- deploy,  plug  and 
play  e-business  to  your  business. 
Sophisticated  technology  that’s 
easy  to  manage  and  Linux  ready. 


Mainframe  /  zSeries™ 

Maximum  reliability,  maximum  power, 
maximum  flexibility.  Designed  for  up 
to  99.999%  uptime1  to  handle  the 
demands  of  today’s  e-businesses. 


Consolidate.  Cut  costs.  Be  available.  At  Nintendo,  games  are  a  highly  competitive  business.  So  they  look  for  any 
edge  they  can  get.  By  consolidating  their  core  business  applications  onto  one  IBM  (©server  iSeries,  Nintendo  now 
enjoys  near  100%  availability,2  and  expects  to  save  substantially  on  hardware  maintenance  and  software  costs.  For 

'Requires  Parallel  Sysplex*  environment.  Excludes  scheduled  downtime.  All  numbers  and  results  reported  are  from  customer  sources.  This  customer  example  is  intended  as  an  illustration  only.  Costs  and  results  obtained 
in  other  customer  environments  will  vary  depending,  among  other  things,  on  individual  customer  configurations  and  conditions.  IBM.  the  e-business  logo,  e-business  is  the  game.  Play  to  win.  iSeries.  pSeries.  xSeries. 
zSeries  and  Parallel  Sysplex  are  trademarks  or  registered  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  andfor  other  countries.  Linux  is  a  registered  trademark  of  Linus  Torvalds  Intel  is 
a  registered  trademark  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries.  UNIX  is  a  registered  trademark  of  The  Open  Group  Other  company,  product  and  service  names  may  be  trademarks 
or  service  marks  of  others.  ©  2002  IBM  Corporation.  All  rights  reserved. 


a  guide  on  server  consolidation,  head  to  ibm.com/eserver/nintendo 
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CHANGE  MANAGEMENT 


Dock  Workers  vs.  IT 


IT  SOUNDS  STRAIGHTFORWARD.  A  busi¬ 
ness  process  shows  room  for  improvement. 
Technology  tools  appear  useful.  Manage¬ 
ment  endorses  an  IT  project  to  improve 
productivity.  Implementation  is  set  to  begin. 

But  this  is  not  just  another  industry.  The 
business  of  loading  and  unloading  ships  is 
a  heavily  unionized  workplace,  where 
workers  have  banded  together  for  job  secu¬ 
rity  and  better  wages  for  decades.  And  this 
fall,  a  drama  that  had  serious  implications 
for  a  weakened  economy  was  playing  out 
on  the  docks  of  West  Coast  ports. 

Specifically,  the  International  Longshore 
and  Warehouse  Union  (ILWU),  which  rep- 


T  A  I  L 


Busy  Online  Santas 


IF  THE  ECONOMY  remains  sluggish  and 
retailers  are  jittery  about  the  holidays, 
they  can  take  comfort  in  forecasts  that 
consumers  will  buy  more  gifts  online  this 
season.  Jupiter  Research  sees  good 
tidings  for  e-tailers  as  a  group,  projecting 
that  online  sales  between  Nov.  1  and  Dec. 
31  will  reach  $13.1  billion,  up  17  percent 
from  last  year's  Christmas  season  take. 

Jupiter  isn't  alone  in  the  forecast  biz,  of 
course.  An  even  rosier  view  comes  from 
Forrester  Research,  where  researchers 
expect  U.S.  online  consumer  spending  to 
reach  $72.1  billion  by  the  time  the  books 
close  on  2002.  That’s  up  41  percent  over 
2001.  Forthis  holiday  season  specifically, 
Forrester  is  forecasting  $9.5  billion,  up 
from  $8.3  billion  in  2001.  -Lafe  Low 


resents  42,000  dock  workers 
from  San  Diego  to  Seattle 
(including  10,500  affected  by 
this  dispute),  staged  a  work 
slowdown  in  September,  refus¬ 
ing  a  contract  extension  and 
holding  out  for  a  new  three- 
year  deal. 

In  response,  the  Pacific 
Maritime  Association  (PMA), 
which  manages  maritime  labor 
agreements  for  all  the  ship 
operators,  stevedores  and  ter¬ 
minal  companies  that  operate 
in  California,  Oregon  and 
Washington  ports,  instituted  an  11 -day 
lockout  at  29  Pacific  ports,  costing  the  U.S. 
economy  an  estimated  $1  billion  a  day. 

The  dispute  is  over  who  will  control  the 
new  IT.  The  PMA  says  the  West  Coast 
waterfront,  despite  the  fact  that  it  contains 
some  of  the  largest  ports  in  the  world,  is 
stuck  “in  a  time  warp”  and  needs  to  imple¬ 
ment  new  technology  such  as  bar  code  scan¬ 
ners  and  other  cargo-tracking  systems  to 
accommodate  expected  trade  growth  from 
Asia.  The  union  says  it  has  no  problem  with 
the  introduction  of  more  IT  in  the  ports  (the 
Pacific  Coast  Longshore  Contract  allows 
the  PMA  to  use  labor-saving  devices). 

But  the  union  does  take  issue  with  its 
employers  outsourcing  work  on  the  new 
systems,  and  it  is  -holding  out  for  a  new 
contract  that  would  give  it  control  over  any 
jobs  that  come  with  the  new  technology. 

Before  Oct.  8,  when  President  Bush 
invoked  the  Taft-Hartley  Act  that  ordered 
dock  workers  back  to  the  waterfront  and 


A  merffber  of  the  dock  workers’  uttion  looks  at  ships 
piling  up  outside  the  port  at  Long  Beach,  Calif. 


forced  the  parties  into  federally  mediated 
talks,  the  implications  of  a  stalemate  were 
clear.  Containers  clogged  ports  with  every¬ 
thing  from  toys  and  consumer  electronics 
to  fruit  and  meat.  Retailers  worried  about 
stocking  in-demand  gifts  as  the  holidays 
approached.  Farmers  feared  crops  would 
rot  before  getting  to  market. 

The  hope  now  is  that  the  required  80- 
day  cooling-off  period  will  give  ship  oper¬ 
ators  time  to  clear  the  docks  of  gridlock 
during  their  peak  season.  (Shortly  after 
reopening,  the  PMA  reported  that  worker 
productivity  was  down  25  percent  com¬ 
pared  with  preshutdown  levels.  The  union 
said  management  should  hire  more  union 
workers  to  move  the  cargo.) 

It’s  the  kind  of  showdown  we’ve  seen  in 
other  industries  in  the  past,  from  textiles  to 
the  auto  industry  to  the  railroads,  says 
Anthony  Townsend,  an  associate  professor 
of  MIS  at  Iowa  State  University.  “Any  time 

Continued  on  Page  26 


C/5 

O 


o 

X 

Q_ 


O 

X 

Q_ 


2  4  CIO  DECEMBER  1,  2002 


www.cio.com 


.V 


HE  s' 

s''  syf 

m-‘  S'm wg  Ok  J 

MOVING  A  THIRD  OF  YOUR 

WORKFORCE  IS  EASY- 

KNOWING  WHICH  THIRD 
TO  MOVE  IS  THE  TRICKY  PART. 


Whether  you’re  moving  employees  to  another  time  zone  or  onto  another  project, 
my  SAP™  HR  is  the  only  solution  that  helps  you  align  and  leverage  people  according  to  vour 
company’s  strategic  needs.  mySAP  HR  integrates  all  Human  Capital  Management  functions 
in  real  time  and  in  one  place,  so  managers  can  make  better  decisions  based  on  the  big  picture. 
To  learn  more,  please  visit  sap.com  or  call  800  880  1727. 
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Dock  Workers 

Continued  from  Page  24 

there’s  a  confrontation  between  a  labor  organization  and  an 
employer  over  technology,  it’s  always  due  to  [workers’]  fear 
that  IT  will  eliminate  jobs.” 

Stevedores  and  dock  clerks  will  likely  see  a  loss  of  jobs  as 
new  bar  code  scanners,  robotics  and  other  systems  enter  the 
workplace.  But  the  resulting  work  will  be  more  rewarding, 
Townsend  says.  “The  employees  that  remain  will  have  a  higher 
skill  level,  not  be  as  easily  replaced  and  have  even  more  bar¬ 
gaining  power.”  That’s  already  happened  to  some  extent,  with 
workers  down  at  the  docks  now  earning  as  much  as  six  fig¬ 
ures — $82,895  for  class  A  longshore  workers,  $118,444  for 
clerks  and  $157,352  for  foremen. 

Whatever  happens,  Townsend  says,  it’s  clear  that  the  long¬ 
shoremen  won’t  be  able  to  avoid  the  effects  of  IT  and  out¬ 
sourcing  forever,  even  if  workers’  concerns  about  outsourcing 
costing  them  jobs  are  justified. 

“The  trend  has  been  for  American  businesses  to  outsource 
things  they  don’t  do  well”  to  provide  needed  expertise,  he  adds. 
“This  is  a  necessity  for  the  ports  to  remain  competitive.  They’re 
not  doing  anything  every  other  business  hasn’t  already  done. 
They’re  just  doing  it  15  years  later.”  -Stephanie  Overby 

A: 

Doing  the  WWWash 


HOMELAND  SECURITY 

Washington  Reaches 
Out  to  State  CIOs 

THE  INTEGRATION  of  so  many  federal  agencies  involved  in  home¬ 
land  security  (see  “Integrating  America,”  Page  44)  will  require 
that  hundreds  of  thousands  of  federal  workers  show  an  unprece¬ 
dented  level  of  cooperation.  But  the  collaboration  efforts  don’t 
stop  there.  The  IT  leadership  of  the  Office  of  Homeland  Security 
(OHS)  is  working  out  information-sharing  plans  with  state  and 
local  governments  and  the  private  sector. 

Steve  Cooper,  who  is  CIO  and  senior  director  of  information 
integration  at  the  OHS,  spent  a  couple  of  days  last  summer  with 
members  of  the  National  Association  of  State  CIOs  (NASCIO)  to 
flesh  out  arrangements  for  sharing  information.  State  and  local 
leaders  want  to  make  sure  that  the  relevant  security  information 
they  generate  gets  pushed  up  to  Washington.  (Cooper  says  that  in 
this  early  phase,  the  states  will  represent  the  voice  of  local  gov¬ 
ernments.)  “We  have  to  troll  for  information  in  Internet  time  to 
send  to  Washington  so  those  guys  can  see  it  as  well,”  says  Scott 
McPherson,  CIO  of  the  Florida  Department  of  Corrections  and 
director  of  information  security  at  the  Florida  Technology  Office. 

This  collaboration  will  mean  a 
sea  change  from  the  past,  when 
the  feds  have  said,  “This  is  how 
you’re  going  to  do  it,”  says  Rock 
Regan,  Connecticut’s  CIO  and 
president  of  NASCIO. 

Cooper  is  reaching  out  to  indus¬ 
try  too.  He  says  OHS  has  been  in 
touch  with  the  Electronic  Industry 
Association,  the  Private  Sector 
Council  and  the  Industry  Advisory 
Council.  “We’ve  gone  to  those 
groups  and  asked,  Would  you  be 
willing  to  create  a  task  group?  And 
second,  Would  your  members  be 
willing  to  let  [OHS  IT  leaders] 
come  and  have  a  dialogue?  This  is 
how  we’re  beginning  to  engage  the 
private  sector,”  he  says. 

Cooper  is  keen  on  garnering 
lots  of  input  into  the  homeland 
security  architecture  plan.  “It’s 
not  just  federal  CIOs  sitting  in  a 
room  by  themselves,  operating  in  a 
vacuum,  [with  a  plan  to]  dump 
something  on  the  rest  of  the  nation 
and  say,  OK,  here  it  is,”  he  says, 
sounding  like  a  man  who  believes 
that  national  security  is  a  team — 
ffort. 

-Todd  Datz 


THE  LAUNDRY  ROOM  is  no  longer  a  place  for 
college  students  to  find  dates.  By  swiping  a 
card  or  pushing  a  few  cell  phone  buttons, 
students  can  use  e-Suds  washing  machines  to 
pay  for  laundry,  check  machine  availability 
and  add  detergent  without  setting  foot  in  the 
laundromat.  Several  universities,  including 
MIT  and  Boston  College,  are  currently  testing 
the  Web-enabled  washing  machines. 

The  e-Suds  machines  notify  students  via 


e-mail  or  pager  when  machines  are  available 
or  when  their  laundry  is  done.  Students  can 
also  add  detergent  and  fabric  softener  via  the 
website.  Laundromat  owners  can  check 
machine  performance  and  usage  patterns 
online.  The  technology  behind  the  machines 
comes  from  IBM  and  Wayne,  Pa. -based 
payment  management  vendor  USA  Technolo¬ 
gies,  which  together  host  websites  that  provide 
functions  like  payment  authorization,  inven¬ 
tory  management  and  report  generation. 

So  far,  online  laundry  seems  to  be  a  hit. 
Ninety-five  percent  of  the  students  at  Boston 
College's  Vanderslice  Hall  say  they  would  like 
to  see  this  service  continue.  Thirty-eight 
percent  say  they  are  actually  doing  laundry 
more  frequently.  Junior  Mike  Joyce  likes  e- 
Suds  because  he  can  check  machine  avail¬ 
ability.  Although  he  has  had  some  trouble 
logging  on  to  the  system  in  the  past,  it’s  better 
now.  "You  don’t  have  to  drag  everything  there 
when  there  are  no  free  machines,”  he  says. 
Not  only  that.  The  e-Suds  machines  spell  the 
end  of  another  chore:  the  search  for  quarters. 

-Julie  Hanson 


not  a  Washington- 
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Having  trouble  ignoring 
your  busiffiss  continuity  risks? 


Forsythe  Business  Continuity  Solutions 

The  comprehensive,  unbiased  approach  to  IT  availability. 


It  sits  there  —  right  in  front  of  you  —  whenever  it’s  time  to  discuss 
your  IT  infrastructure  It’s  the  pink  elephant  that  is  your  company’s 
looming  business  continuity  risk. 

You  can  live  in  a  state  of  denial,  pretending  it  doesn't  exist.  Or  you 
can  start  an  action  plan  with  a  call  to  Forsythe  Solutions  Group  for  a 
thorough,  unbiased  vulnerability  assessment.  We  help  you  understand 
the  technical,  operational  and  financial  ramifications  of  accepting, 
assigning  or  mitigating  risk.  From  there,  we  help  you  develop  a 
combined  business  and  IT  strategy  to  support  the  level  of  availability 
your  company  needs. 

For  over  30  years,  Forsythe  has  understood  the  real-world  business 
applications  of  IT.  Our  approach  to  continuity  is  just  as  business-driven. 


Count  on  Forsythe  to  deliver  thorough  assessments  of  your  current 
availability  and  security  status  and  then  follow  up  with  comprehensive 
multi-vendor  recommendations. 

Forsythe  can  also  help  you  implement  cutting-edge  availability 
technology  from  top  companies  like  Sun  Microsystems.  As  a  Sun 
Microsystems  iForceSM  Partner,  Forsythe  is  a  certified  specialist  in 
available  and  recoverable  Sun™  solutions,  including  Sun  Fire™ 
enterprise  seivers. 

So  call  for  your  Forsythe  vulnerability  assessment  today  at 
800.843.4488  or  visit  us  at  www.forsythesolutions.com.  Because 
ignoring  your  business  continuity  risks  is  no  way  to  make 
them  disappear. 


Don’t  take  chances.  Take  action. 

Availability.  Security.  Continuity. 
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£  2002  Forsythe  Solutions  Group.  Inc  All  rights  reserved  Sun.  Sun  Microsystems,  the  Sun  logo  and  Sun  Fire  are  trademarks  or  registered  trademarks  and  iForce  is  a  servicemark  ol  Sun  Microsystems  Inc  m  the  United  States  ar 


By  the  Numbers 

J  By  Lorraine  Cosgrove  Ware 


Get  Serious  About  Linux 


IDC  PREDICTS  that  the  worldwide  Linux 
server  installed  base  will  grow  24.7  percent 
from  2001  to  2006.  Linux  is  carving  out  a 
place  for  itself,  according  to  IDC  Research 
Director  A1  Gillen  (IDC  is  a  sister  company 
to  C/O’ s  publisher).  CIO  research  also 
shows  a  growing  interest  in  Linux  as  a 
Microsoft  operating  system  alternative. 

HP,  IBM  and  Sun  have  announced  plans 


for  Linux  offerings — servers  running  the 
Linux  operating  system  and  support  serv¬ 
ices —  nudging  the  open-source  operating 
system  into  the  mainstream.  “These  part¬ 
nerships  signal  an  elevation  of  Linux  to  a 
top-tier  platform,”  Gillen  says.  “CIOs  will 
be  able  to  get  the  same  level  of  support  for 
Linux  as  they  have  for  other  platforms  like 
AS/400  or  HP  UX.” 


Best  Practices 

Determine  if  Linux  is  the  right  fit  for  your 
organization.  IT  organizations  that  are 
already  using  Unix  will  adapt  to  a  Linux 
environment  fairly  smoothly. 

Bundle  Linux  with  other  open-source 
software  for  maximum  value.  Linux 
software  is  available  either  free  on  the 
network  or  as  a  low-cost  packaged  product 
that  can  be  deployed  on  low-cost,  high- 
volume  Intel-based  systems. 


Linux  Installed  Base  Is  Growing 

Linux  is  on  the  rise.  While  it  will  not  replace  Microsoft  as  the  market  leader  any  time  soon, 
IDC  predicts  the  Linux  installed  base  will  grow  at  a  faster  rate  than  both  Unix  and  Windows. 


Consider  total  cost  of  ownership.  While 
software  and  server  costs  for  Linux  envi¬ 
ronments  are  considerably  lowerthan  Unix 
and  other  operating  environments,  I  DC’s 
Al  Gillen  cautions  CIOs  to  factor  in  staffing 
costs  to  their  cost  of  ownership  equation. 


Combined  Annual  Growth  Rate 

2001-2006 


Combined 

Microsoft 


Combined 

Linux 


Installed  Base  2001-2006 

2001 

2006 

Combined  Windows 

7.025  M 

14.275  M 

Combined  Unix 

2.677  M 

2.073  M 

Combined  Linux 

2.186  M 

6.594  M 

SOURCE:  “WORLDWIDE  CLIENT  AND  SERVER  OPERATING  ENVIRONMENTS  FORECAST  AND  ANALYSIS. 
2002-2006:  MICROSOFT  EXTENDS  ITS  GRIP  ON  THE  MARKET,"  IDC,  SEPTEMBER  2002 


Linux  as  Microsoft  Alternative 

While  the  majority  of  CIOs  will  continue  to  use  Microsoft,  many  are  considering  a  Linux  OS  alternative 


64.5% 


Question:  Are  you  considering  an  alternative  OS  to  Microsoft  Windows?  If  yes,  which? 


alternative  desktop 

OS  to  Microsoft  source:  cio.  "the  software  licensing  debate,"  January  2002 
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BUSINESS  TECHNOLOGY  OPTIMIZATION 

The  intelligent  way  to  reap  the  rewards  of  your  IT  investment. 


Your  company  has  paid.  And  built.  A  lot.  All 
because  of  an  exciting  vision.  The  vision 
that  IT  would  send  your  company  charging 
toward  its  business  goals  faster  than  ever 
before.  So  have  you  paid  enough?  You  have. 
With  Mercury  Interactive’s  new  Business 
Technology  Optimization  suite 
your  company  will  at  last  realize 
the  full  power  of  your  IT 
investment.  You’ll  finally  see 
tangible  results  by  reducing 


% 


M E RCURY  INTERACTI V  E 


IT  costs.  Improving  the  quality  of  IT-enabled 
business  processes.  And,  most  importantly, 
aligning  IT  with  your  business  goals.  Can  it 
really  work?  Mercury  Interactive  has  spent 
the  last  thirteen  years  helping  75%  of  the 
Fortune  500  in  remarkable  ways.  Be  absolutely 
sure  to  learn  more  about 
Mercury  Interactive’s  new 
comprehensive  BTO  solutions 
by  viewing  our  Webcast  today  at 
www.mercuryinteractive.com/cxo_corner/cio 


C  2002  Mercury  Interactive  Corporation  Mercury  Interactive  and  the  Mercury  Interactive  logo  are  registered  trademarks  of  Mercury  Interactive  Corporation. 
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E-BUSINESS  MODELS 

It’s  a  Match! 
And  a  Profit ! 


Shown  at  their  wedding  last 
year,  Sandy  Marenberg  met 
his  wife,  Roxane  Sokolove, 
usingthe  online  dating 
serviceJDate.com. 


BY  THEIR  SECOND  DATE,  Roxane 
Sokolove  knew  that  Sandy  Maren¬ 
berg  was  The  One. 

It  was  Oct.  27,  2000,  and  Sandy, 
then  52  and  a  real  estate  developer, 
showed  up  at  the  door  with  Hal¬ 
loween  cupcakes  for  Roxane’s  8-year- 
old  son,  Evan.  Such  a  gesture,  says 
Roxane,  a  lawyer,  “was  really  sweet.” 

Sandy  and  Roxane,  46,  met 
through  JDate.com,  an  Internet  dat¬ 
ing  service  aimed  at  Jewish  singles. 
Fifteen  months  after  that  second  date, 
the  couple  married  at  the  American 
Visionary  Art  Museum  in  Baltimore. 

The  Marenbergs  are  one  of  more 
than  1,000  married  couples  who’ve 
met  through  JDate,  according  to  sta¬ 
tistics  from  the  5 -year-old  company. 
The  impressive  number  of  successful 
shidukhs  (Yiddish  for  matches)  gives 
JDate  credibility  in  the  eyes  of  poten¬ 
tial  members.  Another  reason  for 
JDate’s  owners  to  celebrate:  Its  par¬ 
ent  company,  MatchNet,  has  been 
profitable  for  more  than  a  year  and  continues  to  grow. 

Two  Israelis,  Joseph  Shapira  and  Alon  Carmel,  founded  JDate  in 
1997.  They  formed  MatchNet  in  1998,  and  today  it’s  a  $7.8  million 
dating  dynamo  based  in  Beverly  Hills,  Calif.,  and  traded  on  the  Neuer 
Markt,  Germany’s  Nasdaq.  For  the  first  half  of  2002,  MatchNet 
posted  $937,288  in  profits  with  a  margin  of  12  percent. 

MatchNet  generates  much  of  its  revenue  from  subscriptions  to  its 
seven  dating  sites — JDate.com,  JDate.co.il  (for  Israelis),  American- 
Singles.com,  MatchNet.de  (for  Germans),  MatchNet.co.uk  (for  Brits), 
MatchNet.com.au  (for  Aussies),  Gayll.com  and  its  personal  photo 
album  site  Facelink.com.  Other  revenue  sources  include  advertising 
and  events  like  ski  trips  for  service  members.  Plans  call  for  an  online 
dating  service  for  Asian- Americans. 

Though  Gail  Laguna,  a  spokeswoman  for  MatchNet,  wouldn’t 
disclose  the  percent  of  JDate’s  350,000  members  who  pay  for  sub¬ 
scriptions,  she  did  say  that  JDate  is  MatchNet’s  most  profitable  site 
and  that  the  average  paid  JDate  subscription  lasts  three  months. 

One  potential  source  of  embarrassment:  Sandy  and  Roxane’s  pro¬ 
files  remained  on  JDate  long  after  they  were  engaged.  “Her  picture 
was  still  up  until  our  wedding  day!”  Sandy  says,  joking  it  was  like  his 
bride’s  insurance  policy.  Roxane  adds:  “It’s  hard  to  get  your  face  out 
of  that  system,  seriously.  That  may  be  the  only  glitch.” 

-Meridith  Levinson 


This  Date  in 


The  great  race  to  produce  a 
program  that  could  divide  the 
computer  screen  into  separate 
“windows"  and  run  multiple 
programs  simultaneously  culmi¬ 
nates  at  the  Comdex  show  in  1983. 
More  than  a  dozen  software 
companies  demo  their  versions  of 
this  technology,  most  incorporat¬ 
ing  a  point-and-click  interface  with 
a  mouse  but  with  zero  integration 
between  programs.  Microsoft 
eventually  beats  the  pack  and  wins 
the  Windows  War. 

The  first  commercial  carrier  of 
electricity  opens  for  business  in 
1922  in  Utica,  N.Y.  Built  by 
General  Electric,  the  Utica  Gas 
and  Electric  Co.  plant  houses 
transmitters,  power  lines  and 
receivers. 

Bill  Gates  announces  in  1995  that 
Microsoft  will  shift  its  business 
strategy  entirely  to  the  Internet. 
The  declaration  came  seven 
months  after  Gates  issued  his 
famous  memo  titled  “The  Internet 
Tidal  Wave,"  which  said  the  Net 
was  the  most  important  single 
development  since  the  IBM  PC. 


Due  to  a  flaw  in  the  Intel  Pentium 
chip,  IBM  ceases  shipments  of 
Pentium-powered  computers  on 
this  date  in  1994.  Intel  aggravates 
the  user  community  by  admitting 
it  knew  about  the  bug— which 
miscalculated  certain  floating¬ 
point  math  equations— prior  to 
shipping.  Intel  soon  announced  it 
would  replace  chips  only  if  users 
proved  that  they  engaged  in  the 
work  that  the  bug  impinged  on. 
Later,  following  a  public  outcry, 
Intel  concedes  to  replace  any 
returned  chip— no  questions 
asked.  After  six  months,  only 
3  percent  of  customers  request 
replacement  chips. 
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The  Altair  8800  goes  on  sale  for 
$397  in  1974  sparking  the  PC 
revolution.  Harvard  student  Bill 
Gates,  intrigued  after  reading 
about  the  Altair  in  an  issue  of 
Popular  Electronics  in  1975, 
travels  to  Albuquerque,  N.M.,  with 
friend  Paul  Allen  to  demo  their 
modified  version  of  the  Basic 
programming  language  for  Altair 
maker  Ed  Roberts.  The  demo  is  a 
success  and  Gates  drops  out  of 
school  to  cofound  Microsoft  in 
Albuquerque. 


Cancelmoose  avenges  the 
innocence  of  an  advertising-free 
Internet  in  1994.  After  writer 
Michael  Wolff  aggravates  the 
Usenet  public  by  peppering 
bulletin  boards  with  150  mes¬ 
sages  advertising  his  new  book 
Net  Chat,  an  unknown  user  calling 
himself  “Cancelmoose”  defends 
the  chat  rooms  with  his  trusty 
“cancelbot”  program,  taking  out 
Wolff's  messages  one  by  one. 


Using  a  429-foot-high  antenna 
and  an  alternator  driven  by  a 
steam  engine,  professor 
Reginald  Fessenden  broadcasts 
the  first  radio  program  from 
Brant  Rock,  Mass.,  on  Christmas 
Eve  in  1906.  Fessenden  reads 
poetry  and  plays  a  violin  rendi¬ 
tion  of  “0  Holy  Night”  during  the 
broadcast,  which  he  concludes 
by  asking  anyone  listening  to 
contact  him  and  report  the  clarity 
of  the  signal.  Radio  operators 
tracking  Morse  code  on  ships 
hundreds  of  miles  out  in  the 
Atlantic  are  flabbergasted  by 
what  they  heard. 


SOURCES:  THE  HISTORY  CHANNEL, 
CREATIVE  COMPUTING  MAGAZINE, 
EDUCAUSE,  BBC  NEWS,  STRATEGIC 
ADVANTAGE,  NATIONAL  MUSEUM  OF 
BROADCASTING 
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A,so  includes: 

Increased  number 
of  fruit  baskets 
from  designers. 

Graphics  software 
that  won’t  blow 
your  budget. 

•  Seamless 
implementation 
into  network. 

•  Flexible  licensing 
options  and 
professional 
services. 

.  Great  support 
(not  that  you’ll 
need  it). 


Although  we  don't  actually  state  it  on  the  box,  we  can  safely 
claim  that  CorelDRAW®  Graphics  Suite  1 1  will  make  your  design 
department  a  happier  place. 

Besides  being  cost-effective,  it's  also  efficient,  offering  powerful 
software  for  graphic  design,  page  layout,  photo-editing  and  vector 
animation.  And  because  it’s  MSI  compliant,  it’s  easy  to  deploy 
across  networks. 

As  well  as  improving  life  in  the  office,  it  will  improve  the  work.  It 
offers  your  designers  live  effects,  extensive  compatibility  and  a 
full  range  of  output  options.  There’s  less  downtime,  increasing 


productivity  and  reducing  creative  brainwave  interruptus.  It  also 
has  great  customization  capabilities.  With  Microsoft  VBA,  scripts 
can  be  created  for  custom  functions.  All  in  all,  you  get  better 
design,  more  efficiency  and  job  satisfaction  all  in  one  tidy  box. 

Corel  PHOTO-PAINT®  Corel  R.A.VE™  and  the  winner  of  over 
350  industry  awards,  CorelDRAW®  Take  a  closer  look  at 
www.corel.com/graphicssuitell  or  call  1-877-652-6735  for  sales 
information.  Available  for  Windows®  XP  and  Mac®  OS  X. 

enjoy  what  you  do? 
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On  the  Move 


By  Meridith  Levinson 


Walk  on  the  Wild  Side 


ON  WEEKDAY  MORNINGS,  Kim  Bahrami’s 
alarm  goes  off  by  5  a.m.  She  pulls  on  her 
sweats  and  heads  into  the  early  dawn  for  a 
brisk  walk.  In  those  quiet  moments  when 
she’s  striding  along  the  neighborhood 
streets  alone,  the  CIO  of  the  state  of 
Florida  has  time  to  brace  herself  for  the 
coming  day. 

“It’s  a  lifesaver,”  Bahrami  says  of  her 
walks.  “I  always  joke  that  if  I  didn’t  get 
this  exercise,  I’d  probably  kill  someone.” 

The  past  year  and  a  half  have  indeed 
been  tough  for  Bahrami.  She  has  had  to 
completely  restructure  Florida’s  IT  opera¬ 
tions,  cleaning  up  the  mess  in  the  state’s 
technology  office  left  by  her  predecessor. 

When  Bahrami  took  over  as  Florida’s 
acting  CIO  in  July  2001,  she  inherited  a 
maelstrom  of  controversy.  The  previous 
CIO,  Roy  Gales,  had  just  resigned  after  the 
state  comptroller  released  a  scathing  audit 
questioning  his  purchasing  practices  and 
alleging  conflicts  of  interest.  Gales  was  also 
hit  with  an  unrelated  fraud  charge. 

First,  Bahrami  had  to  regain  the  trust  of 
Florida’s  citizens,  legislators  and  agency 
leaders,  and  rebuild  morale  among  her 
staff.  To  quickly  get  her  arms  around  the 
situation,  Bahrami  gathered  her  key  IT 
managers  and  private  sector  partners  to 
spend  a  weekend  hashing  out  a  tactical 
plan  for  the  technology  office. 

Within  two  weeks,  they  had  established 
six  initiatives — enhancing  the  Myflori- 
da.com  state  portal,  beefing  up  informa¬ 
tion  security,  streamlining  the  technology 
services  desk,  installing  a  next-generation 
network,  consolidating  data  centers  and 
aggregating  IT  purchasing.  The  goal  was 
to  wring  the  excess  costs  out  of  the  tech¬ 
nology  office  and  make  it  more  efficient. 

Next,  Bahrami  changed  the  content  and 
direction  of  staff  meetings  after  realizing 
the  discussions  weren’t  always  relevant  and 
didn’t  always  lead  to  action.  “I  spent  a  lot 
of  time  and  energy  putting  together  a 


strong  team  that  understood  the  need  to 
communicate  openly  and  regularly.  They 
[understood]  that  if  there  were  issues,  that 
we  had  to  lay  them  out  on  the  table,  make 
a  decision  and  move  forward,”  she  says. 

She  earned  credibility  in  the  eyes  of  the 
state  legislature  by  aligning  herself  with 
those  in  power  in  the  governor’s  office, 


including  Gov.  Jeb  Bush.  Whenever  she 
had  to  stand  before  the  legislature  to  ask 
for  funding,  she  always  walked  in  with  a 
team  of  her  staff  members  and  representa¬ 
tives  from  other  agencies  that  had  a  stake 
in  the  initiative  she  was  presenting.  They 
would  brief  the  legislature  together. 
“There’s  strength  in  numbers,”  she  says. 

To  rebuild  staff  morale,  Bahrami  insti¬ 
tuted  an  awards  and  recognition  program 
called  Tech  Triumph.  She  also  holds 
monthly  informal  brown-bag  lunch  ses¬ 
sions  where  IT  employees  discuss  the  proj¬ 
ects  they’re  currently  working  on.  Bahrami 
says  the  idea  behind  the  sessions  was  to 
foster  a  sense  of  camaraderie  among  IT 
employees  and  give  them  an  opportunity 
to  share  knowledge. 

Tier  myriad  efforts  are  finally  showing 
results.  Within  several  months  of  being 
named  acting  CIO,  she  released  an 
enhanced  version  of  Myflorida.com.  Pre¬ 
viously,  the  site  didn’t  even  have  a  func¬ 
tioning  search  engine.  Now  it  includes  an 
FAQ  page,  e-commerce  applications  and 
easy  ways  for  public  servants  to  obtain  pol¬ 
icy  information.  “That  catapulted  us  into 
success  and  helped  us  get  additional  dol¬ 
lars  to  move  forward,”  she  says.  She’s  still 
moving  forward,  one  step  at  a  time. 


NEWS  OF  OTHER  MOVES 


Astrid  Fontaine,  general  manager  of  e-business  for  Mercedes-Benz  USA,  has  been  named 
general  manager  of  information  technology  and  CIO.  Fontaine  is  based  at  the  company’s 
Montvale,  N.J.,  headquarters. 

Apparel  manufacturer  Liz  Claiborne  has  promoted  John  Sullivan  to  senior  vice  president  and  CIO. 
Sullivan  now  reports  to  Paul  R.  Charron,  chairman  and  CEO  of  the  New  York  City-based  company. 

Joshua  R.  Jewett  joins  Family  Dollar  Stores  as  senior  vice  president  and  CIO.  He  comes  to  the 
Matthews,  N.C. -based  discount  retailer  from  management  consultancy  Answerthink. 

Sony  Music  Entertainment  Senior  Vice  President  and  CIO  Bud  Howey  has  moved  to  Sony  Corp. 
of  America  based  in  New  York  City.  There,  he  will  wear  the  mantle  senior  vice  president  of  IT. 
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MAKING  THE  CASE 


Intel  IT  Uses  Test  results,  roi  to  Gain 
business  Support  for  WLAN  deployment 


Wireless  LANs  without  an  ROI 
Wouldn’t  Fly 

That  was  the  stark  reality  for  global 
chipmaker  Intel  Corporation  s  IT  unit, 
which  had  helped  the  firm  realize  huge 
savings  by  driving  from  20  percent  to 
65  percent  the  number  of  its  80,000- 
person  workforce  using  notebook  PCs. 

Intel  IT  wanted  to  move  closer  to 
its  goal  of  enabling  anytime,  anywhere 
computing  by  rolling  out  WLANs, 
which  it  was  convinced  would  unlock 
their  investment  in  high-performance 
notebooks  by  enabling  workers  to  be 
significantly  more  productive.  But 
putting  a  price  tag  on  anticipated 
employee  productivity  gains — a  soft 
benefit — was  difficult. 

Working  together,  Intel  IT  and 
Intel  Finance  tackled  the  challenge  of 
measuring  time  savings  and  quantify¬ 
ing  (in  dollars)  the  productivity  gains 
realized  by  early  WLAN  users  and  pilot 
test  participants.  Buoyed  by  those 
results,  the  two  groups  built  a  solid 
business  case  that  demonstrates  a 
healthy  ROI  for  WLANs. 

Subsequently,  Intel  IT  used  this 
ROI  model  to  justify  expanded  WLAN 
deployment  to  over  80  wireless  net¬ 
works  worldwide.  CIOs  and  IT  man¬ 
agers  can  use  the  same  model  to  over¬ 
come  a  top  barrier  to  widespread 
WLAN  adoption — the  difficulty  of 


measuring  time  savings  and  linking  pro¬ 
ductivity  gains  to  a  quantifiable  ROI. 

“Intel  IT,  with  the  help  of  Intel 
Finance,  found  that  wireless  LANs 
deliver  positive  ROI  in  a 
wide  range  of  usage  sce¬ 
narios  and  user  seg¬ 
ments,”  says  Intel  Vice 
President  and  CIO  Doug 
Busch.  “A  well-designed 
program  of  wireless  de¬ 
ployment  should  produce 
this  kind  of  ROI  in  most 
companies.” 


halved  them  again  to  reflect  actual  pro¬ 
ductivity  gains. 

The  team  then  calculated  the  value 
of  each  user’s  productivity  gains  by 
multiplying  the  average 
hourly  “burden  rate” 
(salary  and  benefits)  by 
the  number  of  workdays 
per  year,  235.  These  con¬ 
servative  figures  enabled 
the  group  to  attach  a  dol¬ 
lar  figure  to  the  annual 
productivity  gains  from 
WLAN  usage.  To  ensure 


"Intel  IT,  with  the  help  of  Intel  Finance, 
found  that  wireless  LANs  deliver  positive 
ROI  in  a  wide  range  of  usage  scenarios  and 

user  segments." 


— Doug  Busch,  Vice  President  and  CIO,  Intel 


Making  the  Case 

Intel  IT’s  plan  was  straightforward: 
assign  dollar  amounts  to  each  compo¬ 
nent  of  the  business  case  equation: 
Productivity  benefits  —  Startup  costs  — 
Sustaining  costs  (support,  etc)  =  ROI, 
and  then  do  the  math.  The  technology 
unit  drew  from  surveys,  interviews  and 
monitoring  of  early  WLAN  users  to 
help  measure  their  reported  time  savings 
in  hours  per  day. 

The  cross-functional  team  took  the 
numbers  from  WLAN  users  in  five 
segments:  engineering/product  man¬ 
agement,  manufacturing,  sales,  mar¬ 
keting  and  support,  and  then  halved 
the  figures  to  adjust  for  human  judge¬ 
ment,  and  then  took  the  results  and 


that  the  business  case  was  all-inclusive 
and  thorough,  Intel  Finance  took  the 
productivity  gains  per  user,  per  year, 
and  factored  in  such  costs  as  the  time 
value  of  money,  tax  consequences  and 
depreciation.  The  per-user,  per-year 
productivity  numbers  ranged  from 
$2,165  to  $5,816. 

Also  included  in  the  business  case 
were  estimated  infrastructure  startup 
costs  for  small,  medium  and  large 
buildings,  as  well  as  sustaining  costs, 
which  typically  consist  of  the  burden 
rates  associated  with  support  person¬ 
nel.  Quantifying  these  costs  requires 
that  IT  groups  estimate  what  percent 
of  their  time  will  be  devoted  to  the 
WLAN.  The  Intel  team  estimated  the 
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Tips  for  Making  the  Business  Case  for  WLAN 

Quantifying  the  benefits  of  wireless  networking  is  a  challenge.  Here  are  the 

proof  points  that  scored  high  and  ultimately  helped  influence  the  senior  business 

executives  at  Intel: 

•  Wireless  workers  maintain  more  frequent  contact  with  customers  and  coworkers; 

•  Increased  wireless  connectivity  enables  faster  decision-making; 

•  Employees  with  WLAN  enjoy  greater  flexibility  to  work  almost  anywhere,  anytime; 

•  Widening  deployment  of  public  WLANs  provides  employees  with  opportunities 
for  additional  flexibility  and  productivity; 

•  WLAN  leverages  the  value  you  are  already  receiving  from  your  investment  in 
high-performance  mobile  PCs; 

•  New  wireless  standards  incorporate  security  measures  that  are  stronger  than 
initial  out-of-the-box  solutions. 

Source:  Intel  Corporation 


time  required  per  installation  and  mul¬ 
tiplied  it  by  the  burden  rate  of  the  sup¬ 
port  personnel,  then  again  factored  in 
the  time  value  of  money,  tax  conse¬ 
quences  and  depreciation.  One  key 
piece  of  advice  from  Intel  IT:  It’s  far 
more  productive  to  team  with  your 
finance  unit  from  the  start,  and  tap 
into  its  knowledge  base  when  making  a 
business  case  for  a  technology  based  on 
soft  benefits,  than  to  go  it  alone  and 
meet  only  when  presenting  the  case  to 
cost-conscious  senior  managers. 

“Working  with  your  finance 
group  on  a  wireless  LAN  pilot  pro¬ 
gram  is  a  great  first  step  for  IT 
managers  who  are  either  on  the 
fence  or  are  having  trouble  getting 
buy-in,”  explains  the  Intel  Finance 
manager  who  assisted  Intel  IT. 

“We  helped  them  get  an  under¬ 
standing  of  what  the  gains  are,  and 
provided  momentum.” 

ROI  in  Action 

Based  on  Intel’s  calculations  and 
experience  over  a  three-year  period, 
companies  can  see  a  healthy  ROI 
on  WLANs.  Intel  estimated  a  net 
present  value  ROI  of  $4.6  million 
for  the  large  building  scenario, 
$940,000  for  a  medium  building 
deployment,  and  $280,000  for  the 
small  building  installation.  See 
chart  at  right. 


By  the  Numbers 

Based  on  Intel’s  experience,  ROI  goes  up 
as  WLAN  users  increase. 


150 

WLAN 

users 


Source:  Intel  IT,  Wireless  LANs:  Linking  Productivity  Gains  to  ROI. 
*ROI  is  net  present  value  over  three  years 


This  means  that  start-up  and  sus¬ 
taining  costs  combined  over  three  years 
still  equal  just  one-tenth  to  one-twen¬ 
tieth  of  a  conservative  productivity 
benefit  realized  over  the  same  period. 

And  the  more  WLAN  users,  the 
better.  Intel  IT  points  out  that  as  a 
company  adds  more  users  to  a 
WLAN,  the  cost  per  user  plummets, 
while  the  ROI  climbs.  As  a  result,  it 
doesn’t  take  many  users  to  pay  for  the 
infrastructure. 


Not  If  But  When 

While  the  Intel  team  made  the  business 
case  by  quantifying  user  productivity 
increases  from  the  use  of  WLANs,  there 
are  many  other  ancillary  benefits  that 
users  can  reap.  After  the  pilots,  roughly 
160  Intel  WLAN  users  were  surveyed 
with  results  asserting  that: 

•  68%  of  respondents  indicate  they  use 
the  WLAN  continuously  or  most  of 
the  time  during  work  hours; 

•  62%,  if  given  a  choice  between  a 
wireless  and  a  wired  connection, 
choose  wireless  wherever  possible; 

•  The  average  WLAN  user  saves  a  sig¬ 
nificant  amount  of  time  previously 
spent  in  meetings. 

Asked  to  reflect  on  Intel  IT’s  busi¬ 
ness  case  for  WLANs  and  the  early 
results  from  the  company’s  ambitious 
ongoing  global  deployment  program, 
CIO  Busch  is  direct.  “IT  groups  have 
what  they  need  to  change  the  way  busi¬ 
nesses  consider  wireless  LAN  deploy¬ 
ments.  The  ROI  is  clearly  there  for 
WLAN.  It’s  no  longer  a  decision  of 
whether  to  deploy,  but  rather  how, 
when,  and  where.”  • 


Want  to  Know  More? 

Get  the  complete  white  paper  this 
article  is  based  on  along  with  other 
in-depth  wireless  networking  guides 
and  white  papers  at: 

www.intel.com/go/wireless 

These  guides  include: 

•  Wireless  LANs:  Linking  Produc¬ 
tivity  Gains  to  ROI 

•  Five  Steps  to  Deploying  a  Wire¬ 
less  LAN 

•  Wireless  802.11  Security  in  a 
Corporate  Environment 
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April  27-29, 2003 
Hyatt  Regency 
Coconut  Point  Resort 
Bonita  Springs,  Florida 


AN  AGENDA  FOR 
PROFESSIONAL 
AND  PERSONAL 
SUCCESS 


As  information  technology  permeates  all 
areas  of  the  business,  CIOs  have  found  that 
they  are  expected  to  be  much  more  than 
technology  experts.  They  need  to  be  leaders, 
motivators,  communicators,  educators  and 
collaborators.  They  need  to  work  within  the 
organization’s  ethics,  values  and  culture, 
navigate  the  politics,  set  realistic  expectations. 
They  need  to  establ  ish  themselves  as  trusted 
partners  throughout  the  organization.  And 
yes  —  they  sti  1 1  need  to  keep  current  with 
technologies  that  will  significantly  impact 
the  business. 
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Join  your  CIO  peers  as  we  explore  how 
to  hone  the  skills  you  need  to  become 
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Six  Gifts  for  the  CIO 
Who  Has  Everything 


All  in  One  Phone 

About  the  only  thingthe  Nokia  9290  Communicator 
won’t  do  is  microwave  popcorn.  This  digital  wireless 
phone  allows  the  user  to  view  documents  and 
spreadsheets  and  does  quintuple  duty:  as  a  PC 
with  a  qwerty  keyboard:  a  PDA  to  help  you  manage 
your  appointments  and  contact  lists;  an  e-mail 
program,  giving  you  access  to  send  and  receive 
e-mail  with  attachments;  an  Internet  conduit 
with  wireless  access  to  the  Web;  and  a 
multimedia  player  so  that  you  can 
view  video  and  digital  images 
and  listen  to  music.  This  techno¬ 
logical  jack-of-all-trades  sells  for 
$599.  See  www.nokiausa.com. 


Smoke  Saver 

If  you're  a  true  cigar  lover,  you 
need  a  traveling  humidorto 
safely  transport  your  smokes. 
Humidipak’s  Model  1150 
humidor  is  the  perfect  size 
humidor  for  home  and  travel 
use.  It  comes  with  a  two-way 
humidification  system  that 
responds  to  outside  humidity 
fluctuations,  keeping  the  oils 
and  flavors  in  yourfine  cigars 
fresh.  It  holds  15  cigars  up  to 
eight  inches  long  in  three  trays. 
The  Model  1150  comes  in  four 
colors,  and  sells  for  $59.95. 
You’ll  find  it  (along  with  other 
shapes  and  sizes  of  humidors 
and  cigar-lover  paraphernalia) 
at  www.armoredhumidor.com. 


We  Won’t  Get  Lost  Again 

If  you’re  still  hesitant  to  ask  for  directions— and  who 
isn’t?— be  sure  to  ask  for  a  Magellan  SporTrak  GPS 
receiver  this  year.  Whether  you’re  driving,  hiking  or 
boating,  the  SporTrak  can  tell  you  your  location 
(within  three  meters)  using  data  from  as  many  as  12 
different  GPS  satellites.  It's  lightweight,  rugged  and 
waterproof,  and  it  retails  for  $170.  To  locate  one  for 
yourself,  check  out  www.magellangps.com. 


Plasma  Infusion 

Plasma  TVs  are  all  the  rage,  and  it’s 
easy  to  see  why.  Samsung’s  42-inch, 
enhanced-definition  digital  plasma 
flat-screen  TV  has  a  16:9  aspect  ratio  for 
crisp  colors  and  flicker-free  images. 
It's  also  just  4  inches  deep  and  weighs 
a  I  ittle  more  than  70  pounds— perfect 
for  picturelike  wall-mounting  (if  you 
can  hide  those  DVD  and  VCR  cords). 
Cost:  $5,000.  See  www.samsung.com 
for  more  information. 


Golfer’s  Pilgrimage 

What  golfing  purist  wouldn’t  enjoy  a  luxurious 
return  to  the  isle  where  the  game  was  born? 
Answer:  None.  On  this  seven-day,  six-night 
excursion  to  Scotland,  discriminating  golfers  wil 
play  five  rounds  of  golf  on  five  legendary 
courses— from  Turnberry  Ailsa  Course  and 
Prestwick  Old  Course  to  Gleneagles  King's  and 
finally  on  to  St.  Andrew’s  New  and  Old  Courses. 
All  rounds  conclude  with  a  30-minute  massage- 
perfect  for  soothing  tired  muscles  after  braving 
the  windswept  courses  and  championship 
layouts.  The  world-class  lodging  ranges  from 
oceanfront  at  the  Turnberry  Hotel  to  The  Old 
Course  Hotel,  perched  along  the  17th  fairway.  A 
special  package  lets  nongolfing  companions 
soak  up  Scottish  hospitality,  sight-seeing  and 
spa  treatments.  The  cost  of  the  trip  (based  on 
two  couples  traveling  together)  is  $6,345  per 
person.  For  more  information  on  this  and  other 
packages  offered  by  Golf  International,  call  800 
833-1389  or  visit  www.golfinternational.com. 


Music  on  the  Move 

PC  users  rejoice— you  don’t  need  a 
Macintosh  to  download,  store  and  play 
music  with  Apple’s  popular  iPod  MP3 
player.  The  iPod  is  now  fully  integrated 
with  the  MusicMatch  Jukebox  Plus  media 
playerforthe  PC.  The  iPod  comes  in  5GB, 
10GB  and  20GB  models  and  holds  up  to 
400  CDs'  worth  of  content.  FireWire 
technology  lets  you  download  an  entire  CD 
in  15  seconds.  You  can  also  download  and 
listen  to  audiobooks  from  Audible.com. 
The  5GB  iPod  starts  at  $299.  For  more  info 
on  iPod  specs  and  prices,  Mac  and  PC 
users  can  visit  www.apple.com. 
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'  To  meet  ever-increasing  demand  for  our  online 

products  and  services ,  Toyota  turned  to  Akamai 

to  instantly  extend  the  scale ,  performance  and 

reach  of  its  infrastructure  at  a  fraction  of 

the  cost  associated  with  traditional  build-out." 

—  Barbra  Cooper  # 

Group  Vice  Pmsident and  CIO 

ll§Si  dlisM  Ibc.  . 


■  ■- 


down 
.  business. 


Akamai  Gives  Toyota  Motor  Sales  the  Competitive  Edge. 

When  Toyota  launched  a  series  of  online  marketing  initiatives  to  promote  new  vehicles,  consumer 
traffic  to  its  sites  began  to  multiply.  To  meet  the  needs  of  its  growing  audiences  without  over-provisioning 
its  network,  Toyota  turned  to  Akamai.  Our  distributed  content  delivery  approach  helps  Toyota  maintain 
top  site  performance.  By  extending  its  infrastructure  to  the  edge — closer  to  customers — Toyota  gains 
efficient,  reliable  delivery  of  highly  interactive  information,  such  as  sales  and  marketing  campaigns, 
while  maintaining  control  and  significantly  reducing  infrastructure  costs. 


Learn  how  your  e-business  can  benefit  from  Akamai 
— get  our  Executive  Guide  to  E-Business  Infrastructure. 


www.akamai.com/CIOmag2  1  -888-340-4252 
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The  Competitive  Edge  for  E-Business 
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Jerry  Gregoire  I  CIO  Observer 

Viewing  the  World  Without  Spin 


Zero  Visibility 


Change  is  to  business  leaders  what 
bad  weather  is  to  pilots.  It’s  all  about 
acting  on  the  most  relevant  data. 


WHEN  I  WAS  A  KID,  ABOUT  5  OR  6, 1  looked  an  awful  lot  like  Howdy 
Doody,  the  kids-show  marionette  from  the  ’50s,  complete  with 
the  red  hair,  freckles,  big  grin,  you  get  the  idea.  Except  for  the 
wooden  head,  I  don’t  resemble  Howdy  Doody  anymore,  but  I 
don’t  look  like  Osama  bin  Laden  either.  Since  Sept.  11th,  I’ve 
developed  a  heartfelt  kinship  with  anyone  who  believes  they’ve 
been  the  victim  of  profiling.  In  a  transparent  effort  to  demon¬ 
strate  their  even-handedness ,  the  folks  at  every  airport  security 
checkpoint  look  at  me  like  I’m  radioactive.  I  can  count  on  one 
hand  the  number  of  times  I’ve  made  it  to  my  airplane  without 
having  my  luggage  emptied,  and  I’ve  spent  more  time  shoeless 
than  Joe  Jackson. 

Enough,  already.  After  my  last  trip,  I  dusted  off  my  old  log¬ 
book  and  private  pilot’s  certificate  and  headed  for  the  best 
flight  school  in  town  to  reacquire  long-lost  skills  (such  as  they 
were),  determined  not  to  fly  commercial  airlines  again. 

Things  have  to  get  pretty  seriously  screwed  up  to  get  me  to 
change  my  routine.  At  a  very  fundamental  and  perhaps  irra¬ 
tional  level,  I  distrust  and  dislike  change,  and  I’m  not  a  bit 
embarrassed  to  say  so.  Furthermore,  anybody  who  says  they 


like  change  ought  to  be  run  through  the  metal  detector  again, 
then  strip-searched  by  Leona  Helmsley  for  being  a  suspiciously 
dangerous  character.  Change  isn’t  a  goal,  change  just  is.  Imag¬ 
ine  your  life  as  a  fast  trajectory  moving  toward  that  large 
unavoidable  target,  CHANGE.  Don’t  worry,  you’re  not  going 
to  miss  it.  There’s  no  skill  involved.  When  it  comes  to  our  role 
as  CIOs,  the  fundamental  nature,  value  and  impact  of  change 
is  not,  and  never  was,  about  the  if  or  the  when.  It’s  not  about 
the  stated  goals  or  even  the  journey.  It’s  about  our  ability  to  lead 
the  way  to  a  favorable  or  at  least  neutral  outcome. 

Back  to  piloting  for  a  minute.  In  order  to  fly  yourself  around 
for  business  and  have  any  expectation  of  making  the  most  of 
your  appointments,  you’ve  got  to  be  qualified  to  fly  in  lousy 
weather.  The  qualification  is  called  an  instrument  rating,  and  it 
permits  you  to  fly  when  you  can’t  see  anything  out  the  window, 
controlling  the  airplane  through  clouds  and  fog  and  finding 
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PeopleSoft  Supply  Chain  Management.  Respond  instantly  to  changes  in  supply  and  demand. 

Only  PeopleSoft  SCM  with  Pure  Internet  Architecture™  synchronizes  your  entire  supply  chain 
Collaborate  online  with  customers  and  suppliers.  Manufacture  products  anywhere,  anytime 
Bring  products  to  market  faster.  Deliver  customer  orders  on  time.  Reduce  obsolete  inventory. 
It's  your  supply  chain  running  at  maximum  efficiency. 

Learn  more  by  visiting  usatwww.peoplesoft.com/supplychain  or  call  1-888-773-8277. 
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Jerry  Gregoire  I  CIO  Observer 


your  way  home  by  watching  the  instruments  in  the  cockpit. 

Sometimes  pilots  with  no  outside  references  to  tell  them 
which  way  is  up  will  suffer  a  problem  called  spatial  disorien¬ 
tation.  During  a  recent  five-year  period,  there  were  almost  500 
spatial  disorientation  accidents  in  the  United  States.  Most  of 
those  accidents  resulted  in  one  or  more  fatalities.  Panic  and 
emotions  overcame  the  pilot’s  ability  to  reason  or  process  infor¬ 
mation.  Spatial  disorientation-induced  panic  explains  why,  over 
the  years,  well-trained  pilots  haven’t  righted  their  airplane, 
turned  on  an  autopilot  or  uttered  a  single  word  in  the  minutes 
preceding  a  fatal  crash.  John  F.  Kennedy  Jr.’s  crash  is  probably 
the  best-known  recent  accident  that  seems  to  fit  that  scenario. 

There  are  two  cognitive  styles,  referred  to  as  field  independ¬ 
ent  and  field  dependent.  Field  in  this  case  means  context  or 
surroundings.  This  is  important  for  pilots  in  training  because 
while  most  pilots  are  able  to  absorb  and  respond  to  the  critical 
yet  counterintuitive  information  from  their  instruments  despite 
what  their  other  senses  are  telling  them,  there  is  a  small  per¬ 
centage  who  have  difficulty  detaching  from  sensory  inputs. 
Field-independent  people  seem  to  be  naturally  resistant  to  sen¬ 
sory  overload.  They  are  aware  of,  but  able  to  separate  them¬ 
selves  from,  their  surroundings.  Most  of  the  good  CIOs  and 


senior  IT  leaders  I  know  fit  into  the  field-independent  group. 

Field-dependent  people,  on  the  other  hand,  are  naturally  dis¬ 
posed  to  focus  on  the  whole.  They  take  in  the  whole  instrument 
panel  rather  than  the  two  most  important  reference  instru¬ 
ments — the  artificial  horizon  and  the  directional  gyro.  Every¬ 
thing  coming  through  the  senses  to  a  field-dependent  brain  has 
equal  importance — the  instruments,  the  sound  of  rain  against 
the  airplane,  the  ice  forming  on  the  wing  and  the  turbulence  felt 
in  the  seat  of  the  pants.  If  the  field-dependent  person  ever  gets 
into  a  situation  where  stressors  pile  up  quickly,  he  may  be 
unable  to  separate  tasks  and  become  overwhelmed.  If  he  sur¬ 
vives  the  overload,  he  will  truthfully  answer,  “Yes,  I  saw  the 
warning  light,  but  I  couldn’t  figure  out  what  it  meant,”  or  “The 
horn  was  so  loud  I  couldn’t  think.” 

Sound  familiar? 

Daniel  Goleman,  author  of  the  book  Emotional  Intelligence, 
calls  this  situation  emotional  hijacking.  If  you  haven’t  already, 
you  should  consider  picking  up  a  copy  of  Goleman’s  book.  It 
contains  some  interesting  insights  and  more  than  a  few  expla¬ 
nations  for  some  of  the  strange  behavior  exhibited  by  others  in 
your  senior  team  meetings. 

The  point  of  this  long  explanation  is  that  change,  especially  for 
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It's  true!  The  numbers  are  in  and  it  all  adds  up.  Unicenter,  the 
global  leader  in  infrastructure  management  solutions,  can  deliver 
a  whopping  663%  ROI.  Just  ask  IDC.  It's  right  there  in  their 
recent  white  paper.  And,  because  Unicenter  is  now  modular,  you 
can  buy  just  the  pieces  you  need,  just  when  you  need  them. 
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those  being  buffeted  by  it,  can  be  experienced  as  a  form  of  spa¬ 
tial  disorientation.  We  see  it  often  enough.  Systems  development 
departments  come  to  a  standstill  while  programmers  gather  in 
hallways  to  gossip  about  impending  layoffs;  critical  projects  lan¬ 
guish  while  everybody  and  their  mom  is  given  veto  power  for  fear 
that  the  leader  in  charge  hasn’t  sufficiently  covered  his  rump. 

Change,  regardless  of  the  outcome,  is  bad  weather.  Out¬ 
comes,  regardless  of  intent,  are  uncertain  and  often  surprising. 
In  bad  weather,  great  CIOs  and  their  organization  survive  by 
concentrating  on  what’s  important  and  aggressively  shut  out  the 
nonsense  that  is  not.  That  takes  a  fair  bit  of  will  and  concen¬ 
tration  and  no  small  amount  of  courage,  but  it’s  how  you  make 
it  home  without  crashing. 

So,  how  do  you  tell  the  important  stuff  from  the  nonsense? 
As  I  see  it,  it’s  a  matter  of  remaining  true  to  IT’s  core  mission 
and  simply  setting  the  rest  aside.  In  a  sense,  the  sole  mission  of 
information  technology  is  a  form  of  biotechnology:  machines 
interacting  with  human  organisms  to  overcome  the  frailties 
and  limitations  of  human  beings  in  a  state  of  nature — to  make 
us  faster,  stronger,  smarter  and  safer.  The  role  of  information 
technology  is  not  to  constantly  expand  and  redefine  its  own 
mission  but  to  provide  the  tools  for  other  missions. 


Some  of  what  passes  for  information  technology  today  raises 
troubling  questions  about  its  real  contribution  to  organiza¬ 
tional  well-being.  Are  our  companies  really  better  off  for  hav¬ 
ing  systems  that  spy  on  employees  and  customers  or  for  the 
canned  applications  we  shoehorn  our  operations  into?  These 
questions  are  ethical  and  political,  and  even  reach  to  the  spiri¬ 
tual,  in  a  way.  On  the  whole,  the  people  we  support  and  the 
people  we  lead  seem  pretty  well  adapted  to  our  technologies,  at 
least  on  the  face  of  it — but  there  will  always  be  doubts  in  my 
mind  about  whether  creativity,  productivity  and  the  human 
spirit  thrive  best  in  an  oppressively  technological  environment 
skewed  to  detached  and  impossibly  granulated  measurement, 
cost  and  behavioral  control,  and  relentless  connectivity. 

As  CIO,  are  you  able  to  tune  out  the  extraneous  and  zero  in 
on  what’s  most  relevant  and  important  to  your  business?  How 
are  you  managing  in  this  lousy  weather? 

Everyone  is  counting  on  you. 

Concentrate.  HE! 


Editor  at  Large  Jerry  Gregoire  previously  served  as 
CIO  at  Dell  Computer  and  PepsiCo.  He  welcomes 
reader  feedback  at  jgregoire@cio.com. 


All  while  still  enjoying  the  benefits  of  pay-as-you-go  licensing.  So  there's 
no  better  way  for  your  company  to  realize  its  true  potential.  And,  if  you're 
the  CIO,  there's  no  better  way  for  you  to  realize  yours. 

To  read  the  white  paper,  just  go  to  ca.com/unicenter/roi. 
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Michael  Schrage  I  Making  IT  Work 

It’s  All  About  the  Execution 


Support  Users 

If  IT  ducks  responsibility  for  training  users,  it  gives 
up  control  of  innovation 

IF  I  WERE  A  CIO,  the  trend  that  would  disturb  me  most  is  the  grow¬ 
ing  disintermediation  of  both  training  and  support.  IT  is  being  delib¬ 
erately  bypassed — for  both  strategic  and  economic  reasons — as  its 
end  users  increasingly  rely  on  subcontracted  help  desks  and  outside 
consultants  for  training  and  help.  Let’s  not  ignore  the  dirty  little 
secret  that  help  desks  and  power  users  in  the  next  cubicle  are  often 
the  real  technology  trainers  in  larger  companies. 

On  the  surface,  this  seems  to  be  merely  another  example  of  out¬ 
sourcing.  Dig  deeper  and  what  we  find  is  that,  bit  by  bit,  IT  risks  los¬ 
ing  whatever  core  competence  it  has  in  managing  innovation  within 
the  company.  That’s  dangerous  because  digital  innovation  isn’t  what 
IT  says,  it’s  what  the  users  actually  adopt. 

Consequently,  the  abdication  of  end  user  support 
has  not  only  political  repercussions  for  the  organiza¬ 
tion,  it  has  knowledge  management  repercussions  as 
well.  Perverse  incentives  are  in  play.  CIOs  can  legiti¬ 
mately  ask  if  it  makes  sense  for  their  technical  experts 
to  spend  time  educating  people  who  frequently  view 
upgrades  as  necessary  evils.  Outsourcing  education, 
training  and  support  has  a  definite  appeal. 

But  the  impact  on  effective  implementations  quickly 
becomes  apparent.  Corporate  IT  has  come  to  resemble 
the  dehumanizing  aspects  of  many  large  for-profit  hospitals.  These  are 
high-tech  operations  filled  with  technically  competent  professionals 
working  against  the  clock  and  against  the  odds — but  too  often,  their 
bedside  manner  is  nothing  short  of  atrocious.  Sure,  there’s  the  rare 
person  who  takes  the  time  to  discuss  and  explain.  But,  essentially,  the 
patient  is  viewed  as  a  problem  to  be  solved  rather  than  a  human 
being  who  might  have  better  things  to  do  than  be  bedridden. 

There  are  excellent  reasons  for  this.  After  all,  how  many  HMOs 
and  health  insurance  plans  reimburse  doctors  and  hospitals  for  their 
bedside  manner  and  the  ability  to  explain  diagnostics  and  therapies 
to  patients?  To  my  knowledge,  none  do. 

Of  course,  the  more  enlightened  hospitals  understand  that  no  mat¬ 
ter  how  busy  tilings  get,  informing  and  supporting  patients  can  be  just 
as  important  as  treating  them.  No  doubt  some  of  that  is  done  to 


mitigate  the  risk  of  malpractice  suits,  but  there’s  also  a  growing  recog¬ 
nition  that  those  sorts  of  practices  make  for  happy  and  healthier 
patients.  CIOs  had  better  become  similarly  enlightened. 

To  be  sure,  IT-intensive  companies  spend  fortunes  on  their  end 
user  training  budgets.  But  the  internal  economics  are  shockingly  con¬ 
fused.  Should  training  and  support  really  be  IT’s  responsibility?  Why 
shouldn’t  HR  and  marketing  kick  in?  Maybe  we  should  go  the 
chargeback  route  and  have  departments  pay  for  their  own  training 
and  support  on  an  as-needed  basis.  Or  maybe  we  should  simply 
declare  this  an  enterprise  function  and  charge  it  to  overhead.  That 
way,  everybody’s  responsible  but  no  one’s  accountable. 

Accountability  is  the  central  issue.  Why?  Because  a  mediocre 
implementation  turns  even  the  best  app  into  a  marginal  investment; 
a  superior  implementation  elevates  even  mediocre  apps  into  strategic 
assets.  More  often  than  not,  technical  excellence  is  subordinate  to 
excellent  training  and  support  in  making  that  happen. 

The  problem  here  is  that,  for  the  help  desks,  consultants  and  HR, 
training  and  support  is  an  end  in  itself.  For  IT,  training  and  support 
are  means  to  an  end:  the  cost-effective  use  of  IT  apps. 

If  IT  is  held  directly  responsible  for  how  well — or 
how  poorly — its  systems  are  used,  CIOs  have  no 
choice.  They  had  better  commandeer  the  training  and 
support  process  to  assure  that  IT  doesn’t  become  a 
victim  of  the  blurring  of  ends  and  means.  But  if  the 
company  holds  individual  departments  accountable 
for  their  IT  IQs,  then  CIOs  need  to  take  a  different 
tack.  The  CIO  challenge  becomes  making  sure  that  IT 
has  a  partnership  role  in  deploying  implementations. 

The  most  dangerous  thing  that  can  happen  to  CIOs 
is  for  their  company  to  realize  that  outsiders  do  a  bet¬ 
ter  job  of  adding  value  to  innovations  than  they  do. 

Unless  the  ultimate  destiny  of  corporate  IT  is  to  be  outsourced — 
and  you  can  be  sure  I  will  be  tracking  Procter  &  Gamble’s  back- 
office  outsourcing  initiative  with  morbid  curiosity — CIOs  have  little 
choice  but  to  figure  how  to  embrace  training  and  support  as  force 
multipliers  for  IT’s  own  initiatives. 

The  money  matters  far  less  than  the  influence.  In  fact,  this  is  one 
of  those  rare  organizational  circumstances  where  CIOs  would  be 
better  off  with  less  money  and  more  influence.  When  it  comes  to 
end  user  training  and  support,  CIO  should  stand  for  Chief  Influenc¬ 
ing  Officer.  FTFl 


Michael  Schrage  is  codirector  of  the  MIT  Media  Lab's  eMarkets  Initiative  and 
author  of  Serious  Play.  He  can  be  reached  at  schrage@media.mit.edu . 
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DECISIONS 
FOR  2003 


Survey  Results, 
Expert  Analysis, 
Point  to  the  Hottest 
Market  Trends 


About  This  Report 

Getronics,  IDG  Research,  and  CIO 
Magazine's  custom  publishing 
group  conducted  an  extensive, 
multinational  survey  of  IT 
executives  in  the  summer  of 2002. 
Topics  included  IT  spending  past 
and  future,  IT  and  business  prior¬ 
ities,  and  outsourcing.  In  general, 
the  more  than  450  executives  in 
the  US  and  six  European  coun¬ 
tries  — United  Kingdom,  the 
Netherlands,  Italy,  Spain,  France 
and  Germany — have  more  in 
common  than  major  differences. 
This  is  the  second  of  two  special 
reports  analyzing  highlights 
of  the  survey.  The  first  report, 
published  in  the  November  15, 
2002,  issue  of  CIO  Magazine, 
focuses  on  2003  priorities  and  IT 
spending  trends. 


[KG 
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AMAZING  what  a  differ¬ 
ence  a  decade  or  so  makes.  Back 
in  the  fall  of  1989,  when  Eastman 
Kodak  Co.  announced  the  first 
watershed  IT  outsourcing  deal  (10 
years,  $250  million),  CIOs  every¬ 
where  greeted  the  news  with 
disdain.  They  thought  outsourcing 
would  be  the  ruin  of  their  carefully 
constructed  IT  organizations. 

Today,  13  years  later,  CIOs 
worldwide  are  building  their  IT 
groups  around  outsourcing.  In 
fact,  the  recent  Getronics /IDG 
Research  survey  of  IT  executives  in 
the  US  and  six  European  countries 
reveals  that  with  30%  of  IT  budgets 
devoted  to  external  service 
providers,  outsourcing  clearly  is  a 
major  component  of  IT  strategy. 

As  cost  control  and  profitability 
lead  business  objectives  in  2003, 
according  to  the  survey  partici¬ 
pants,  outsourcing  may  look  even 
more  attractive. 

The  survey  results,  highlighted 
below,  jibe  well  with  the  market 
analysis  of  industry  veteran  Peter 


Bendor- Samuel,  president  of 
Dallas-based  Everest  Group,  a 
leading  outsourcing  consultancy. 
“The  business  case  for  outsourcing 
is  far  more  compelling  than  it  used 
to  be,”  Bendor- Samuel  says.  It 
points  to  four  market  trends  he 
foresees  in  2003: 

■  A  Buyer’s  Market.  As  compe¬ 
tition  for  customers  heats  up, 
vendors  will  lower  their  prices 
and  raise  their  service  levels; 

■  More  Outsourcing.  As  prices 
come  down  and  service  goes  up, 
companies  will  be  inclined  to 
outsource  more  IT  functions,  as 
well  as  non-IT  business  processes 
such  as  HR; 

■  More  Strategic  Outsourcing. 

As  companies  outsource  more, 
they  will  strategize  more  about 
what  they  outsource,  and  to  whom; 

Getronics 
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Chart  1  WHY  OUTSOURCE? 


What  are  the  key  factors  driving 
your  company’s  IT  outsourcing 
decisions  for  the  next  18  months 
(June  2002-December  2003)? 
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■  Opportunity  for  New 
Entrants.  As  the  big,  veteran  out¬ 
sourcing  vendors  struggle  to  adjust 
their  cost  structures  and  service 
levels,  smaller,  newer  vendors  stand 
to  benefit.  Best-of-breed  out¬ 
sourcers — specialists  in  certain 
areas — may  be  more  attractive  than 
one  provider.  The  client  must  then 
manage  multiple  vendors  or  select 
one  to  be  the  prime  contractor. 

The  following  are  some  of  the 
outsourcing  trends  extracted  from 
the  survey,  annotated  with  expert 
analysis  from  Bendor- Samuel. 

(Note:  In  this  survey,  external 
service  providers  are  defined  as 
outsourcers,  systems  integrators, 
support/maintenance  providers, 
and/or  staff  augmentation  firms.) 

Outsourcing  outlook  for  2003 

The  survey  finds  that,  among 
larger  companies,  outsourcing  is 
about  30%  of  IT  spending,  regard¬ 
less  of  company  type  or  home 
country.  While  the  largest  percent¬ 
age  of  companies  expect  spending 
with  service  providers  to  remain 
the  same  in  2003  as  in  2002, 22% 
say  they  will  outsource  more  in 
2003  (for  more  on  outsourcing 
initiatives,  see  Table  1 ). 

Enterprises  are  still  learning  how 
and  why  to  outsource.  Cost  reduc¬ 
tion  is  the  main  reason  they  cite  for 
adopting  outsourcing.  Ironically,  it  is 


also  the  principal  reason  for  decreas¬ 
ing  the  amount  of  outsourcing. 

In  his  own  market  research, 
Bendor- Samuel  sees  two  key 
economic  trends: 

■  Offshore  exuberance  —  The 
offshore  outsourcing  model  (good 
work,  cheap)  has  proven  itself 

in  the  marketplace,  and  has,  in 
fact,  become  a  benchmark. 

“People  not  only  believe  in  the 
offshore  model,”  Bendor- Samuel 
says,  “but  there’s  now  an  expecta¬ 
tion  that  [outsourcing]  cost 
reduction  is  possible.” 

■  Changing  Landscape  — 
Offshore  providers,  with  their  cut 
rates  and  quality  results,  are  taking 
significant  marketshare  from  the 
industry’s  established  veterans.  As  a 
result,  rates  are  down,  service  levels 
are  up  and  the  vendor  landscape  is 
changing  significantly.  “It’s  all  good 
news  for  the  buyer,”  Bendor- 
Samuel  says. 

Reasons  for  outsourcing 
depend  on  corporate  strategy 

IT  outsourcing  is  clearly  an 
established  part  of  the  IT  portfolio. 
The  top  reasons  for  outsourcing  are 
cost  reduction  (43%),  focus  (35%), 
and  access  to  special  expertise 
(32%).  Resource-related  reasons 
(relieve  resource  constraints, 
reduce  IT  staff  and  augment  IT 
staff)  combine  to  51%  of  the 
responses  {see Chart  1). 

Europeans  rate  providers’ 
specialized  skills  as  the  driving 
factor  behind  outsourcing,  while 
US  companies  favor  outsourcing 
to  save  time  and  money. 

In  2003,  Bendor-Samuel  looks 
for  business  process  outsourcing 
(BPO)  to  become  an  even  greater 
part  of  the  general  business  portfo¬ 
lio,  particularly  in  HR  and  finance, 
where  transactional  processes 
can  easily  be  outsourced  for  quick 
returns. 


Table  1  IT  Plans  for  2003 


Do  you  think  you  will  outsource  more,  less  or  the  same  amount  of  the 
following  needs  next  year,  in  2003,  as  compared  to  the  current  year,  2002? 

Local  Area  Wide  Area  Help  Data  Application  Business 
Network  &  Network  &  desk  center  Development/  Processes 


Clients 

SERVERS 

Management 

More 

13% 

18% 

14% 

13% 

13% 

14% 

Less 

10% 

9% 

11% 

11% 

11% 

9% 

Same 

61% 

58% 

57% 

56% 

56% 

56% 

Don't  know 

16% 

15% 

18% 

20% 

20% 

21% 
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Differences  in  spending 
between  US  and  Europe 
are  small 

While  the  firms  in  Europe  are 
generally  smaller  than  those  in  the 
US,  there  were  few,  and  relatively 
minor,  differences  in  their  respons¬ 
es  between  the  continents. 

However,  Europeans  do  give 
outsourcing  a  higher  priority  than 
do  Americans.  Many  have  more 
interest  in  improving  supplier 
relationships,  and  feel  less  pres¬ 
sure  to  increase  revenue  through 
the  use  of  technology.  In  Europe, 
outsourcing  is  motivated  less  by  a 
desire  to  cut  costs  than  in  the  US. 

Europeans  are  more  likely  to 
increase  their  outsourcing  of  local 
area  networks  and  wide  area 
networks.  US  companies  are  more 
likely  to  increase  their  outsourcing 
of  help  desk,  applications  develop¬ 
ment  and  business  processes. 

Bendor-Samuel  agrees  that 
US/European  outsourcing  differ¬ 
ences  are  few  and  small.  One  sig¬ 
nificant  cultural  difference  he  sees: 
European  companies  are  more 
inclined  to  outsource  elsewhere  in 
Europe  than  in  Asia,  which  is  the 
favored  marketplace  of  the  US. 

One  in  five  companies  expects 
to  increase  spending  on  service 
providers,  and  more  than  half  plan 
to  keep  spending  steady  in  2003. 

The  main  reasons  for  increasing 
outsourcing  are  vendor  expertise 
(28%),  decreasing  IT  staff  (25%), 
and  cost  savings  (20%). 

Among  those  sites  that  plan  to 
decrease  their  outsourcing,  37%  cite 
budgetary  concerns.  The  second 
most-cited  reason  is  the  availability 
of  in-house  skills  (18%)  that  high¬ 
lights  the  ongoing  debate  over 
insourcing  versus  outsourcing. 

Of  course,  increasing  outsourc¬ 
ing  and  decreasing  spending 
need  not  be  mutually  exclusive, 
Bendor-Samuel  points  out. 


Indeed,  because  it  is  a  buyer’s 
market,  outsourcing  customers  in 
2003  will  have  the  power  to 
increase  service  levels  and  still  cut 
costs — a  trend  that  favors  the 
smaller,  more  agile  service 
providers.  “We  can  expect  more 
companies  to  take  advantage  of 
outsourcing  as  the  value  proposi¬ 
tion  becomes  more  compelling,” 
Bendor-Samuel  says. 

Current  business  strategy 
emphasizes  cost  savings 

Companies  are  now  more 
interested  in  decreasing  costs  than 
anything  else,  including  increasing 
profits.  Respondents’  top  three 
business  priorities  are  to  decrease 
costs,  increase  profit  and  increase 
customer  loyalty  ( see  Chart  2). 

In  Europe,  fewer  companies  are 
interested  in  increasing  revenue 
(39%  vs.  59%  in  the  US)  and  more 
concerned  with  supplier  efficiency 
(25%  vs.  8%). 

Evaluating  Outsourcing 
■  Who  makes  the  decision? 

Among  IT  and  business  execu¬ 
tives  at  the  corporate  and  business 
unit  level,  corporate  IT  executives 
are  the  most  likely  to  be  involved  at 
all  levels  in  decisions  to  outsource, 
except  for  final  authorization,  where 
corporate  business  executives  are 
the  most  likely  to  be  involved. 

Division  IT  executives  are  most 
influential  in  technical  evaluation 
and  specification.  Division  busi¬ 
ness  managers  played  the  least 
significant  role  in  the  process. 

In  2003,  with  outsourcing  being 
of  greater  strategic  importance  to 
companies — and  with  more  out¬ 
sourcing  occurring  outside  of  IT — 
look  more  for  non-IT  executives  to 
become  involved  in  the  process. 
“Strategic  department  heads  and 
senior  executives  will  be  more 
engaged  in  helping  shape  who  the 


Chart  2 


TOP  BUSINESS  PRIORITIES 

What  are  your  company's  top  3 
business  priorities  for  the  next  1 8 
months  (June  2002-December  2003)? 


Decrease  costs  67% 

1 

Increase  profit  58% 

1 

Increase  customer 
loyalty  52% 

Increase 

revenue  42% 

Improve  suppl 
efficiency  22°/ 

ier 

0 

Decrease  product  time 
to  market  16% 

IrSi  0utsource  non-core  business 
HH  processes/ technology  12% 

Provide  better  quality  of  service  1% 

Corporate  expansion  1% 
E-commerce/ 

more  use  of  e*commerce  0% 

| 

fl  Other  5% 

Don't  know  3% 
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Chart  3 


IT  OUTSOURCING 
PROVIDER  CRITERIA 

Please  rate  its  importance  to  your 
company  when  selecting  an  IT 
outsourcing  vendor  (percent  saying 
Critical/  Very  Important). 


suppliers  are,”  Bendor-Samuel  says. 

European  companies  are  more 
likely  than  their  US  counterparts  to 
involve  their  corporate  business 
executives  in  all  phases  of  IT  out¬ 
sourcing,  from  determining  needs 
to  final  authorization. 


Technical  competence  79% 

Service  and  support  73% 

Vendor’s  understanding  of 
my  strategy  and  needs  64% 

Past  experience 
with  vendor  57% 

Price  56% 

Industry 

experience  56% 

Vendor’s 

specialization  47% 

Specific  vendor 
personnel  40% 

Reputation  40% 

Global 

coverage  37% 
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About  Peter  Bendor-Samuel 

Peter  Bendor-Samuel  is  the 
president  and  founder  of  Everest 
Group,  a  company  specializing  in 
providing  consulting  and  training 
in  outsourcing  management  to 
companies  worldwide.  Peter  is 
also  the  editor  of  Outsourcing 
Journal,  an  online  magazine  ded¬ 
icated  to  the  outsourcing  industry. 
His  book,  ‘‘Turning Lead  into 
Gold:  The  Demystification  of 
Outsourcing,”  was  published  by 
Executive  Excellence  in  2000. 


How  do  you  choose  a  provider? 

To  be  successful,  outsourcing 
providers  must  deliver  on  a  broad 
range  of  criteria. 

Seven  factors  are  rated  as  critical 
or  very  important  by  at  least  47%  of 
respondents.  These  factors  are: 
technical  competence,  service  and 
support,  vendor’s  understanding  of 
a  company’s  strategy,  past  experi¬ 
ence  with  the  vendor,  price,  industry 
experience,  and  vendor’s  specializa¬ 
tion  (see  Charts).  And  these  criteria 
are  consistent  throughout  survey 
responses,  regardless  of  company 
size,  IT  budget  or  industry. 

Bendor-Samuel  says  these  crite¬ 
ria  and  rankings  line  up  with  his 
own  analysis  of  the  outsourcing 
marketplace.  “Customers  now  buy 
less  on  a  per-hour  basis,  more  on  a 
per-solution  basis,”  he  says.  As  they 
increase  outsourcing,  he  says, 
customers  need  to  think  more 
strategically  than  tactically,  looking 
for  vendors  who  can  meet  not  just 
current,  but  future  business  needs. 
“Customers  need  to  think  more 
about  what  kind  of  [outsourcing] 
partner  they  want,  and  they  need  to 
form  deeper  relationships  with  their 
partners,”  Bendor-Samuel  says. 

Conclusions  and 
recommendations 

Clearly,  as  we  enter  2003,  out¬ 
sourcing  no  longer  needs  to  be 
sold  as  a  viable  business  concept. 
As  Bendor-Samuel  says,  “The 
model  has  proven  out.”  But  what 
customers  now  must  embrace  is 
their  ability — their  responsibility, 
really — to  shape  and  maximize 
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their  outsourcing  relationships. 
Steps  toward  that  goal  include: 

■  Explore  New  Opportunities. 
Outsourcing  isn’t  just  for  IT  any¬ 
more;  other  business  processes  can 
be  outsourced  to  great  advantage. 

IT  leaders  can  be  their  companies’ 
outsourcing  champions,  pointing 
out  new  opportunities  and  sharing 
best  practices; 

■  Choose  Partners  Carefully. 
There  are  more  choices  than  ever — 
of  outsourcing  services  and  service 
providers — so  it  behooves  cus¬ 
tomers  to  think  strategically  about 
their  prospective  partners.  Don’t 
look  just  for  a  big  name  or  a  low 
price  to  satisfy  today’s  needs;  think 
about  the  quality  of  the  relationship 
and  the  cultural  fit  between  the 
provider  and  the  client.  Will  the  ven¬ 
dor  and  client  respond  reasonably 
to  expected  and  potentially  frequent 
changes  in  business  and  technology 
requirements?  Is  management  on 
both  sides  willing  to  be  flexible  and 
responsive?  Are  processes  defined 
to  resolve  problems?  ■ 

For  the  complete  report  on  the  IT  executives 
survey,  go  to  www.getronics.com/ 
download/pdf/CIO_survey_1 60902.pdf 


About  Getronics 

With  more  than  26,000  employees 
in  over  30  countries,  Getronics  is 
one  of  the  world's  leading  providers 
of  vendor  independent  solutions 
and  services.  Through  integrating, 
implementing  and  managing 
Infrastructure  Solutions  and 
Business  Solutions,  Getronics 
helps  many  of  the  world’s  largest 
global  and  local  organizations  to 
maximize  the  value  of  their  tech¬ 
nology  investment  and  improve 
interaction  with  their  customers. 
Getronics’ headquarters  is  in 
Amsterdam,  with  regional  head 
offices  in  Boston  and  Singapore. 

For  further  information  about 
Getronics,  visit  www.getronics.com. 
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T  EXECUTIVES  ARE 
UNLIKELY  DISASTERS. 


AND  NOT  THE  MOST  LIKELY  ONES, 
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Deadly  virus  proves 
no  PC  is  immune. 


By  Tom  Caplan 

The  Guardian 

A  new  version  of  a  mali¬ 
cious  computer  program 
known  as  Nimda  is  makine 


Nimda.E.  the  latest  version 
of  the  computer  worm,  has 
been  detected  on  computer 
networks  since  Monday. 
The  first  version.  Nimda.A. 


service  on  Tuesday  and 
part  of  Wednesday  that  has 
been  attributed  to  Nimda, 
said  Catherine  Matthews,  a 
spokeswoman  for  the  com- 


Some  tilings  aren’t  a  question  of  if,  but  wben.  Like  tbe 
proliferation  of  sneaky,  new  computer  viruses.  L  nfortunately, 
studies  sbow  tbey  will  occur  witb  increasing  frequency  and  severity, 
wreaking  bavoc  on  corporate  desktops  and  laptops.  Often,  even 
witb  virus  protection.  (And  don’t  even  get  us  started  on  tbe  PC 
perils  from  backers,  tbeft,  loss,  crashes  and  user  errors.) 

I  bere  is  a  way  to  cover  your,  um,  assets.  Prepare  for  tbe  abso  lute 
worst  witb  tbe  absolute  best.  Connected  TLM™.  1  be  five-star-award¬ 
winning  software  tbat  backs  up  and  recovers  anything  from  a  single 
file  to  an  entire  disk  image.  One  PC  or  100,000.  Continuously. 
Transparently.  Completely,  do  our  data  center  or  yours. 

Because  you  never  know  wben  disaster  will  strike.  But  if  you’re 
in  tbe  II  business,  you  can  be  pretty  sure  /""N 


it'll  h  appen  two  or  three  times  a  day. 


CONNECTED 


Thonk  rf  Kf  infiriMitiMi  i Miwthte. 


Visit  www.connected.com/customers  or  call  800.934.0956  (toll  free,  North  America).  Over  450  organizations  are 
now  covered  by  Connected.  These  include  Boeing,  Cisco  Systems,  Citgo  Petroleum,  EMC,  Gap  Inc..  Goodrich. 
Hewlett-Packard,  Koch  Industries,  PeopleSoft,  Silicon  Graphics,  U.S.  Postal  Service  and  Verizon. 
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THE  DECLARATION  OF  INTEGRATION  ** 

»  ,  w  j't  -jlp'.  •  .  '•&£  j-.-g,  jifc  *  **"' 

I  propose  the  most  extensive  reorganization  of  "the  federal  govern 


ment  since  the  1940s  by  creating  a  new  Department  of  Homeland  - 
Security.  For  the  first  time,-  we  would  haye  a  single  department 


whose  primary  mission  is  to  secure  ourltomeland. 

i 

f  -PRESIDENT  GEORGE  W.  BUSH,  FROM  HIS  HOMELAND  SECURITY 

PROPOSAL  TO  CONGRESS,  JUNE  2002 


BY  TODD  DATZ 


THE  SEPTEMBER  11  ATTACKS  UNLEASHED 

a  wave  of  antiterrorist  actions  by  the  federal  government.  Perhaps  the 
most  significant  was  President  Bush’s  call  in  June  to  form  a  massive  new 
Department  of  Homeland  Security  (DHS)  out  of  the  many  existing  fed¬ 
eral  agencies  that  touch  on  aspects  of  national  security.  The  House  of 

Representatives  took  up  the  new  legislation  and  quickly  passed  its  ver- 

■  * 

sion  of  the  bill  last  summer.  In  the  Senate,  however,  the  bill  became 
mired  in  a  party  squabble  over  the  president’s  request  for  power  to  hire 
and  fire  employees  in  the  new  department,  with  Democrats  unwilling  to 
eliminate  civil  service  protections.  As  winter  loomed,  debate  continued 
in  the  Senate,  with  hopes  that  a  compromise  could  be  reached. 

Yet  the  transformation  of  the 
federal  government  is  already 
under  way.  President  Bush  created  Reader  ROl 

the  Office  of  Homeland  Security 
(OHS),  a  precursor  to  the  larger 
department,  by  executive  order  in 
October  2001.  Its  skeleton  crew  of 
executives  began  scoping  out  the 
massive  task  of  reorganizing  the 

government,  on  a  scale  tiot  seen 

f  •»  <  * 

•sinte  President  Truman  created 


►  How  IT  is  more  vital  than  ever 
to  the  nation's  defense 

►  How  Homeland  Security's  CIO 
plans  to  conquer  a  massive 
integration  challenge*  ’ 

►  Why  Homeland  Security  just 
might  succeed  in  its  mission, 
despite  huge  hurdles 


The  federal  government’s 
homeland  security  efforts 
promise  to  be  the  biggest 
change  management 
challenge  of  all  time 
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the  Department  of  Defense  following  World 
War  II.  Uncertain  when  the  new  department 
will  come  into  being  or  even  which  agencies 
it  will  encompass,  the  leaders  of  OHS 
nonetheless  will  play  a  key  role  in  coordinat¬ 
ing  the  efforts  of  different  arms  of  the  federal 
government,  as  well  as  state  and  local  gov¬ 
ernments,  the  private  sector  and  the  Ameri¬ 
can  people,  in  the  fight  against  terrorism. 

Making  this  mega-entity  work,  on  the 
other  hand,  could  be  as  difficult  as  trying  to 
locate  Osama  bin  Laden.  Critics  of  the  new 
department  question  whether  bringing  so 
many  entities  and  people  together  into  a 
huge,  new  bureaucracy  is  necessary.  They 
wonder  how  willingly  intelligence  agencies 
such  as  the  FBI  and  CIA,  which  remain  out¬ 
side  DHS  but  are  critical  to  its  success,  will 
share  information.  They  worry  that  the  reor¬ 
ganization  will  be  too  big  an  undertaking. 

The  success  of  the  proposed  depart¬ 
ment — and  the  security  of  the  nation — will, 
in  large  part,  hinge  on  IT.  “Information  tech¬ 
nology  is  extremely  important,”  says  Rep. 
Tom  Davis  (R-Va.).  “It’s  the  thread  that  will 
weave  the  new  department  together.” 

Steve  Cooper,  the  CIO  and  senior  direc¬ 
tor  for  information  integration  at  OHS, 
faces  the  daunting  task  of  integrating  the 
hundreds  of  systems  in  the  22  agencies  and 
programs  that  are  currently  slated  to  make 
up  DHS.  An  even  taller  order,  though, 
might  be  getting  the  170,000  workers  in 
those  agencies  to  look  past  their  different 
agendas,  histories,  cultures  and  processes 
and  act  as  members  of  a  holistic  enterprise, 
whether  they  sit  in  the  Coast  Guard  or  the 
Customs  Service  or  Nuclear  Incident 
Response  units. 

Cooper,  formerly  the  CIO  at  Corning, 
says  the  closest  analogy  to  these  Herculean 


Steve  Cooper,  CIO  and  senior 
director  for  information 
integration  at  the  Office  of 
Homeland  Security, 
likens  the  government’s 
integration  tasks  to  a 
simultaneous  merger, 
acquisition  and  startup. 


labors  is  mergers  and  acquisitions  in  the  pri¬ 
vate  sector,  but  that  likeness  only  goes  so 
far.  “We’ve  not  found  a  true  equivalent 
where  you  have  a  merger,  acquisition  and  a 
startup  all  coming  together  at  the  same 
time,”  he  says.  Yet  Cooper  is  confident  that 
the  government  can  overcome  this  three¬ 
headed  monster — because  the  stakes  are  too 
high  for  him  to  display  any  mood  other  than 
confidence.  Self-assurance  is  one  thing,  how¬ 
ever.  To  pull  off  this  massive  reorganization 
and  integration  may  take  years,  which,  in 
terrorist  time,  could  be  too  late. 


INTEGRATION  OF  A  NATION 

n  July,  President  Bush  released  the 
National  Strategy  for  Homeland  Secu¬ 
rity,  a  product  of  eight  months  of  con¬ 
sultations  with  a  wide  range  of  people, 
including  governors,  mayors,  members  of 
Congress,  airline  pilots,  firefighters  and  busi¬ 
ness  leaders.  It  defines  the  mission  of  the 
new  department,  lays  out  the  goals  and  cre¬ 
ates  a  plan  of  action.  Underscoring  the  crit¬ 
ical  role  that  IT  plays  in  the  effort,  two  of 
the  four  foundations  of  the  strategy  are  sci¬ 
ence  and  technology,  and  information  shar- 


The  danger  is  that  top  managers  will  be  preoccupied  for  months, 
if  not  years,  with  getting  the  reorganization  right— thus  giving 
insufficient  attention  to  their  real  job:  taking  concrete  action  to 
counter  the  terrorist  threat  at  home. 

-FROM  THE  BROOKINGS  INSTITUTION’S  REPORT  "ASSESSING  THE  DEPARTMENT  OF  HOMELAND  SECURITY,”  JULY  2002 
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coming  from 
Rational®  at  work. 
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j  Starbase  ®  Rational 


Easy  to  implement 

Yes 

? 

Quick  ROI 

Yes 

? 

No  technical  bottlenecks 

Yes 

? 

Happy  users 

Yes 

? 

Lower  total  cost  of  ownership 

Yes 

? 

Focused  100%  on  your  success 

Yes 

? 

True  open  architecture 

Yes 

S 

Modern  technology 

Yes 

? 

The  pain  is  over.  You’ve  been  waiting  to  hear  the  ka-CHING  of  ROI  from  the  software  development  “solution”  you  bought — and  instead, 
deployment  costs  are  draining  your  budget.  Don’t  you  wish  there  was  a  rational  alternative?  There  is.  Starbase.  Not  only  does  Starbase  offer  a  lower  total  cost 
of  ownership,  our  products  and  expertise  will  help  you  manage  software  development  the  way  you  want.  Got  a  defined  methodology?  We’ll  support  whatever 
methodology  you  choose,  even  RUP,®  And  listen  to  this — if  you  bought  Rational  or  some  other  “solution”  that  is  a  far  cry  from  the  ROI  promised,  we'll  rebate, 
migrate  or  create  a  custom  program  for  you  at  unbelievable  savings.  Let’s  talk. 


www.starbase.com/nopain  800.339.2411 


Starbase  addresses  the  lull  development  lifecycle  via  our:  Requirements  Management  solution  (CaliberRM™),  Configuration  and  Change  Management 
solution  (StarTeamH  best  of  breed  partner  technology  and  professional  implementation  services.  Starbase  and  StarTeam  are  registered  trademarks 
and  CaliberRM  is  a  trademark  of  Starbase  Corporation,  all  other  trademarks/registered  trademarks  are  the  property  of  their  respective  owners. 
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ing  and  systems  (the  others  are  law  and 
international  cooperation). 

The  White  House’s  strategy  guides  the 
work  Cooper  and  Jim  Flyzik  are  doing. 
Cooper  left  Coming  in  March  to  join  OHS  as 
a  special  assistant  to  President  Bush;  Flyzik 
works  in  tandem  with  Cooper  as  a  senior 
adviser  to  Assistant  to  the  President  for 


Homeland  Security  Tom  Ridge.  Flyzik  is  on 
detail  from  the  Department  of  the  Treasury, 
where  he  is  CIO.  [Editor’s  note:  Shortly  after 
our  article  went  to  press,  Flyzik  announced 
his  retirement,  effective  Dec.  1 7.]  On  a  typ¬ 
ical  sun-splashed  day  in  the  nation’s  capital,  in 
a  bland  conference  area  formed  by  grey  cubi¬ 
cle  walls,  the  pair — each  wearing  a  suit, 


The  Proposed  Department 
of  Homeland  Security 

Take  the  22  agencies  and  programs  listed  below. 

Then  integrate  them.  Easy?  No  way. 

CHEMICAL,  BIOLOGICAL,  RADIOLOGICAL  AND  NUCLEAR  COUNTERMEASURES 

►  Civilian  Biodefense  Research  Programs  (HHS) 

►  Lawrence  Livermore  National  Laboratory  (DoE) 

►  National  Biowarfare  Defense  Analysis  Center  (new) 

►  Plum  Island  Animal  Disease  Center  (USDA) 

INFORMATION  ANALYSIS  AND  INFRASTRUCTURE  PROTECTION  _ _ 

►  Critical  Infrastructure  Assurance  Office  (Commerce) 

►  Federal  Computer  Incident  Response  Center  (GSA) 

►  National  Communications  System  (DoD) 

►  National  Infrastructure  Protection  Center  (FBI) 

►  National  Infrastructure  Simulation  and  Analysis  Center  (DoE) 

BORDER  AND  TRANSPORTATION  SECURITY _ 

►  Immigration  and  Naturalization  Service  (DoJ) 

►  Customs  Service  (Treasury) 

►  Animal  and  Plant  Health  Inspection  Service  (USDA) 

►  Coast  Guard  (DoT) 

►  Federal  Protective  Services  (GSA) 

►  Transportation  Security  Agency  (DoT) 

EMERGENCY  PREPAREDNESS  AND  RESPONSE _ 

►  Federal  Emergency  Management  Agency 

►  Chemical,  Biological,  Radiological  and  Nuclear  Response  Assets  (HHS) 

►  Domestic  Emergency  Support  Team* 

►  Nuclear  Incident  Response  (DoE) 

►  Office  of  Domestic  Preparedness  (DoJ)** 

►  National  Domestic  Preparedness  Office  (FBI) 

SECRET  SERVICE  (TREASURY) _ _ 

*  Interagency  group  currently  mobilized  by  the  Attorney  General  in  response  to  major  incidents. 

**  Included  in  FEMA  in  the  president’s  FY2003  budget  requests. 

Note:  This  grouping  is  subject  to  change  by  the  Senate. 

SOURCE:  THE  WHITE  HOUSE 


Cooper  adding  a  spark  of  sartorial  flair  with 
bright  red  suspenders — discuss  their  mission, 
goals  and  current  state  of  IT  planning. 

Meeting  the  challenges  of  technological 
integration  and  employee  collaboration 
means  tackling  four  issues,  they  say:  design¬ 
ing  a  new  architecture  for  the  entire  enter¬ 
prise,  modernizing  the  many  legacy  systems, 
establishing  a  workable  model  for  knowl¬ 
edge  sharing,  and  bridging  the  cultural 
chasms  among  different  agencies  that  existed 
long  before  9/11.  Here’s  how  Cooper  and 
Flyzik  are  going  about  it  all. 

►►  The  Architecture.  Cooper  and  Flyzik 
are  focusing  first  on  developing  an  enter¬ 
prise  architecture  for  homeland  security. 
Getting  the  architecture  right,  Cooper  says, 
“is  absolutely  core — a  critical  success 
factor — to  enable  us  to  make  the  right  kinds 
of  decisions  and  recommendations  around 
IT  investments  for  DHS  and  for  the  appro¬ 
priate  federal  agencies.” 

The  master  architecture  starts  by  identi¬ 
fying  the  business  processes  in  the  merging 
agencies;  technology  discussions  come  later. 
“We  want  to  take  a  look  at  the  functional 
areas  that  comprise  homeland  security:  pre¬ 
vention,  protection,  detection,  warning,  inci¬ 
dent  management,  response,  recovery,  public 
liaison  communications — then  activities  like 
R&D  and  IT,”  says  Cooper.  “We  then  want 
to  identify  the  processes  that  comprise  those 
functional  areas.  We  then  want  to  identify 
the  information  that  is  most  consumed  by 
those  processes  and  produced  by  those 
processes.”  Only  after  that  extended  exer¬ 
cise  will  they  begin  to  look  at  IT  enablement 
of  the  business  processes. 

Along  with  a  concurrent  effort  at  the 
Office  of  Management  and  Budget  (OMB), 
this  is  the  first  time  anyone  has  taken  a  holis¬ 
tic  look  at  the  federal  government’s  business 
processes,  notes  Flyzik,  who  is  also  vice  chair 
of  the  federal  CIO  Council.  But  streamlining 
processes  promises  to  be  a  huge  headache. 
Different  agencies,  even  different  departments 
within  agencies,  have  developed  different 
processes  over  the  years.  “A  background 
check  within  one  group  in  the  Department 
of  Commerce  is  different  from  another  group 
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Jim  Flyzik,  senior  adviser 
to  Assistant  to  the  President 
for  Homeland  Security  Tom 
Ridge,  says  the  key  to  the 
government’s  integration 
efforts  is  getting  the 
architecture  right. 


in  Commerce,  let  alone  across  agencies,”  says 
Avi  Hoffer,  chairman  and  vice  president  of 
strategic  alliances  at  Metastorm,  a  Severna 
Park,  Md.-based  software  vendor  with  sev¬ 
eral  federal  government  clients.  “There’s  no 
consistency  of  business  process.” 

To  begin  honing  in  on  functional  pro¬ 
cesses  in  crucial  areas,  Flyzik  and  Cooper 
have  established  three  working  groups — bor¬ 
der  security,  first  responder  and  weapons  of 
mass  destruction — made  up  of  federal  CIOs. 
To  take  just  one  of  those,  the  border  secu¬ 
rity  group,  chaired  by  Flyzik,  is  mapping  out 
all  the  processes  involved  from  the  time  a 
foreign  national  applies  for  a  visa  outside  the 
United  States,  travels  to  this  country  and 
then  departs.  “There  are  about  1 1  agencies 
involved  in  that  end-to-end  process,”  says 
Cooper.  He’s  not  yet  ready  to  judge  whether 
there’s  too  many  cooks  in  the  kitchen.  But, 
he  says,  “We  do  know  that... every  time  you 
make  an  organizational  handoff,  you  intro¬ 
duce  potential  time  delays,  non-value-added 
work,  additional  cost  and  perhaps  errors.” 

If  and  when  DHS  gets  the  green  light,  the 
two  leaders  have  identified  some  top  priorities 
for  the  agency.  One  is  consolidating  the  58 
criminal  and  terrorist  “watch”  lists;  another 
is  establishing  a  single  portal  for  DHS. 

Cooper  thinks  DHS  can  build  out  about 
80  percent  of  the  architecture  in  18  months, 
and  complete  the  IT  implementation  plan  in 
three  to  five  years.  He  stresses  that  the 
phased,  incremental-type  approach  he’s  tak¬ 
ing  will  ensure  that  tangible  value  is  deliv¬ 
ered  along  the  way.  “I  don’t  want  people  to 
think  that,  Oh  my  God,  they’re  going  to  just 
hole  up  and  hibernate  and  do  all  kinds  of 
techy  stuff  before  we  have  any  value. 
Absolutely  not,”  he  says. 

►►  The  Legacy  Systems.  The  architec¬ 
ture  plan  will  serve  as  a  map  for  Cooper  and 
his  team.  But  this  is  no  greenfield  exercise.  To 
create  a  department  capable  of  securing  the 
nation,  they’ll  have  to  integrate  hundreds  of 
legacy  systems.  The  first  step  is  an  assessment 
of  the  22  agencies’  infrastructures,  which  itself 
is  a  hugely  complex  task.  There  are  22  per¬ 
sonnel  and  seven  payroll  systems  among  the 
agencies,  for  example.  You  can  bet  that  a 


chunk  of  those  will  disappear  in  DHS. 

Cooper  and  Flyzik  are  also  building  an 
inventory  of  the  current  enterprise  licenses, 
with  an  eye  on  streamlining  that  number. 
The  number  of  applications  that  deal  with 
homeland  security  is  around  500,  according 
to  Flyzik.  Some  may  be  dropped  if  they’re  re¬ 
dundant;  the  rest  will  need  to  work  together. 
And  new  ones  will  likely  be  added  too. 

In  July,  the  feds  showed  they  were  seri¬ 
ous  about  integration  when  the  OMB  cre¬ 
ated  a  supergroup  of  federal  CIOs  to  pave 
the  way  for  DHS’s  effort.  The  IT  Investment 
Review  Group — made  up  of  Cooper,  Flyzik 
and  the  CIOs  of  the  Coast  Guard,  Customs, 
Federal  Emergency  Management  Agency, 
Immigration  and  Naturalization  Service,  Jus¬ 
tice  Department,  State  Department,  and  the 
Transportation  Security  Administration — 
was  charged  with  reviewing  government  IT 
investments  to  identify  redundant  spending 
and  decide  which  assets  could  form  the  basis 


for  integration  efforts. 

John  Koskinen,  city  administrator  for  the 
District  of  Columbia  and  President  Clinton’s 
Y2K  czar,  thinks  that  the  Y2K  exercise  has 
put  the  government  in  a  much  better  position 
to  pull  off  integration.  “Everyone  has  a  much 
better  inventory  of  the  systems  they’re  run¬ 
ning  and  why  they’re  running  thpm,”  he  says. 

But  the  reality'  of  the  integration  challenge 
is  this:  There’s  a  ton  of  legacy  stuff  in  those 
agencies,  and  connecting  it  could  be  messier 
than  a  Jack  Welch  divorce  proceeding.  “A  lot 
[of  systems]  will  be  old,  built  out  of  technol¬ 
ogy  that  doesn’t  exist  commercially  any¬ 
more,”  says  Raymond  Wells,  the  former  CTO 
and  CFO  of  Alabama  who  is  now  director 
for  strategic  transformations  in  the  applica¬ 
tion  and  integration  middleware  division  for 
Armonk,  N.Y.-based  IBM.  He  cites  the  FBI, 
one  of  the  agencies  that  will  be  sharing  infor¬ 
mation  with  DHS,  which  has  to  send  photos 
by  overnight  mail  because  its  e-mail  system 
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can’t  send  them  digitally. 

Cooper  and  Flyzik  plan  to  overcome  the 
legacy  hurdle  with  middleware,  EAI  tools 
and  the  Holy  Grail  of  integration,  Web  serv¬ 
ices.  Yet  there’s  a  lot  of  disagreement  in  the 
tech  world  over  when  Web  services  will  be 
ready  for  prime  time.  Yes,  the  major  soft¬ 
ware  vendors  are  betting  the  integration 
farm  on  Web  services,  but  the  latest  and 
greatest  of  the  overhyped  technologies  still 
needs  to  grow  up  a  little.  Much  work 


remains  to  be  done  on  security  and  the  reli¬ 
ability  of  transactions,  in  particular. 

BARRIERS  AS  BIG 
AS  A  CONTINENT 

more  daunting  challenge  than  actu¬ 
ally  connecting  the  agencies  in  DHS 
may  well  be  how  workers  deal  with 
the  humongous  amounts  of  data  flowing 
into  their  systems.  In  addition  to  the  infor¬ 
mation  streaming  into  people’s  desktops 


from  within  DHS,  there’s  another  huge 
spigot — the  FBI,  CIA  and  other  intelligence 
agencies — that  will  be  bursting  the  band¬ 
width  with  gig  upon  gig  of  data.  Then  there 
are  the  state  governments,  localities  and  pri¬ 
vate  companies,  which  will  be  sharing  infor¬ 
mation  in  areas  such  as  law  enforcement 
and  intelligence  with  DHS  and  vice  versa. 
“It  may  be  the  largest  volume  of  informa¬ 
tion  ever,”  says  Rock  Regan,  CIO  of  Con¬ 
necticut  and  president  of  the  National 
Association  of  State  CIOs.  Add  the  fact  that 
much  of  the  data  will  be  dirty,  redundant 
and  useless,  and  you’ve  got  an  analysis  prob¬ 
lem  the  likes  of  which  has  never  been  seen. 

►►The  Knowledge  Glut.  “The  differ¬ 
ence  between  data  and  information  is  the 
Achilles’  heel”  of  DHS,  says  David  Colton, 
vice  president  for  strategic  initiatives  at  the 
Arlington,  Va.-based  Information  Technol¬ 
ogy  Association  of  America  (ITAA).  “The 
really  important  thing  will  be  to  sift  through 
the  mounds  of  crap  to  figure  out  what’s 
important....  If  you  get  all  the  operating  sys¬ 
tems  working  together  but  don’t  turn  data 
into  information,  you’ve  still  failed.” 

“It’s  a  fascinating  intellectual  challenge,” 
says  Koskinen,  who  notes  that  intelligence 
agencies  have  long  wrestled  with  this  issue — 
for  example,  filtering  data  intercepts.  “The 
infrastructure  issues  are  challenging,  but  you 
can  deal  with  that.  Much  harder  is,  What’s 
my  system  for  sorting  and  filtering  and  ana¬ 
lyzing  all  that  data?  If  [DHS]  has  reams  of 
data  and  no  one  can  figure  out  what  it  all 
means. ..you’re  talking  about  people’s  lives 
all  over  the  world,”  he  says. 

The  fact  that  the  intelligence  agencies 
remain  outside  DHS  makes  information 
sharing  that  much  more  hazy.  The  FBI,  CIA, 
National  Security  Agency  and  others  will 
still  be  the  main  gatherers  of  intelligence 
information.  The  plan  is  that  they  will  pass 
on  intelligence  to  DHS.  That’s  not  a  good 
model  in  Colton’s  eyes.  “If  [DHS  is]  receiv¬ 
ing  finished  analytical  reports,  they’re  a  pas¬ 
sive  customer.  That  doesn’t  work;  it  doesn’t 
solve  DHS’s  needs.  When  the  intelligence 
community  is  reformed,  DHS  needs  to 
become  a  much  more  dynamic  part  of  it. 


Wanted:  An  All-Everything  CIO 

What  skills  will  the  new  CIO  at  the  Department  of 
Homeland  Security  need  to  bring  to  the  job? 

“He  or  she  has  to  report  to  the  office  of  the  Secretary  [of  Homeland 
Security].  If  he’s  three  levels  away,  it  won't  work....  The  person  will 
need  to  be  a  good  architectural  thinker.  It’s  not  building  systems;  it’s 
merging  systems.” 

-JOHN  KOSKINEN,  CITY  ADMINISTRATOR  FOR  THE  DISTRICT  OF  COLUMBIA  AND  PRESIDENT  CLINTON’S 
Y2K  CZAR 

“Someone  who  will  kick  some  ass  with  golf  shoes.  A  nice  guy 
will  fail.” 

-DAVID  COLTON,  VICE  PRESIDENT  FOR  STRATEGIC  INITIATIVES,  INFORMATION  TECHNOLOGY 
ASSOCIATION  OF  AMERICA 

“There  are  [parts]  of  this  job  that  are  broader  than,  say,  being  CIO  of 
Commerce.  The  person  can't  object  to  having  bodyguards— there’s  a 
security  clearance  aspect.  This  is  like  the  Henry  Kissinger  of  CIOs.” 

-LARAINE  RODGERS,  PRESIDENT  AND  EXECUTIVE  DIRECTOR,  ARIZONA  PARTNERSHIP  FOR  HIGHER 
EDUCATION  AND  BUSINESS 

“The  person  doesn’t  need  to  be  a  technologist,  though  he  shouldn’t 
be  stupid  about  technology.  He  needs  to  have  a  broad  vision  of  what 
homeland  security  is  about— that’s  the  most  important  attribute  he 
can  bring  to  the  job.” 

-RAYMOND  WELLS,  DIRECTOR  FOR  STRATEGIC  TRANSFORMATIONS  IN  THE  APPLICATION  AND 
INTEGRATION  MIDDLEWARE  DIVISION  AT  IBM  AND  FORMER  CTO  AND  CFO  OF  ALABAMA 

“Even  within  the  department  [the  CIO]  will  require  some  pretty 
impressive  negotiation  skills  on  the  order  of  the  negotiations  between 
the  superpowers.” 

-RON  MILLER,  DIRECTOR  OF  I.T.,  FEDERAL  EMERGENCY  MANAGEMENT  AGENCY 

“The  person  needs  to  be  a  master  communicator...somebody  that 
can  communicate  the  vision  of  what  the  department  is  trying  to 
accomplish.”  -rock  regan,  cio  of  Connecticut  and  president  of  nascio 
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I  think  it’s  long  overdue  that  somebody  take  a  look  at  the  government 
from  a  functional  view  instead  of  an  agency-by-agency  view.  And 
that’s  what’s  being  done  here. 

-JIM  FLYZIK,  SENIOR  ADVISER  TO  THE  ASSISTANT  TO  THE  PRESIDENT  FOR  HOMELAND  SECURITY 


Absent  that  change,  I’m  not  sure  the  depart¬ 
ment  will  fully  succeed,”  he  says. 

Cooper  and  Flyzik  believe  the  concept  of 
“capture  once,  reuse  many”  (capturing  data 
only  one  time  to  eliminate  redundancy)  will 
help  them  confront  the  specter  of  too  much 
information.  As  part  of  their  architecture 
work,  they’re  identifying  and  labeling 
“databases  of  record,”  which  will  then  be 
designated  as  official  sources  of  data.  Other 
databases  would  be  cast  aside;  new  ones 
could  be  created.  “We  recognize  it’s  proba¬ 
bly  going  to  take  a  few  years  to  get  where 
we  want  to  be  fully,”  says  Cooper. 

In  many  ways,  this  is  the  mother  of  all 
knowledge  management  projects.  And  there 
isn’t  exactly  a  font  of  KM  successes  in  the 
private  sector  to  use  as  a  model.  It’s  hard  to 
find  people  with  broad  experience  in  label¬ 
ing,  organizing  and  retrieving  information, 
notes  Woody  Hall,  CIO  of  the  Customs  Ser¬ 
vice.  He  also  cautions  that  DHS  will  need 
to  be  careful  in  its  mission  to  provide  infor¬ 
mation  to  people  anywhere  at  any  time,  so 
that  the  end  result  isn’t  a  push  kind  of  archi¬ 
tecture,  in  which  people  would  be  inundated 
with  data  and  information.  “The  challenge 
is  to  sift  and  screen  it,”  he  says. 

Flyzik  is  adamant  that  DHS  workers 
won’t  suffer  from  information  overload.  “If 
you  get  the  architecture  right,  the  net  result 
is  you  will  get  the  right  information  to  the 
right  people  all  of  the  time,”  he  says. 

►►  The  Culture  Clash.  Putting  anything 
together — companies  (think  AOL  Time 
Warner),  people  (think  Liz  Taylor  and  any¬ 
body) — can  be  difficult.  Cobbling  together 
22  entities  would  send  even  the  most  experi¬ 
enced  change  management  gurus  rushing  for 
the  beta  blockers.  It’s  making  these  disparate 
cultures  work  together,  particularly  when  it 


comes  to  information  sharing,  that  may  well 
be  the  hardest  piece  of  the  homeland  secu¬ 
rity  puzzle.  “You’re  bringing  in  22  different 
families  with  22  family  histories,”  says  ITAA’s 
Colton.  “Whoever  takes  the  secretary  job  has 
a  huge  managerial  challenge  to  get  the  dis¬ 
parate  corporate  cultures  to  integrate.  It  may 
take  four  to  five  years  to  do.” 

The  federal  government  is  a  vast  collection 
of  agencies  and  departments  whose  employ¬ 
ees  have  never  had  much  reason  or  incentive 
to  think  of  themselves  as  part  of  a  larger 
enterprise.  Their  interactions  in  many  cases 
are  minimal.  And  many  of  the  agencies  have 
long  histories.  Customs,  for  example,  dates 
back  to  1789.  “We  have  our  own  flag,  our 
own  uniform.  Same  thing  with  the  Coast 
Guard,”  Hall  says.  He  raises  the  issue  of 
whether  those  entities  would  keep  their  own 
uniforms  or  adopt  new,  standard  uniforms. 

Uniforms  may  sound  like  a  minor  issue, 
but  when  it  comes  to  mergers,  what’s  trivial  to 
one  person  can  be  a  deal-breaker  to  another. 
Multiply  that  type  of  decision  a  thousand  or 
ten  thousand  times  and  you  get  a  clearer  pic¬ 
ture  of  the  mammoth  task  that  lies  ahead. 
IBM’s  Wells  says  flatly,  “Overcoming  all  the 
barriers  created  by  an  accumulation  of  a  thou¬ 
sand  years  of  organizational  existence  will  be 
the  toughest  challenge.” 

WHAT  LIES  IN  THE  BALANCE 

ith  so  many  technological  and 
change  management  hurdles  to 
overcome,  it  would  not  be  sur¬ 
prising  if  DHS  achieved  only  partial  success 
in  its  mission  or  even  failed  outright.  Yet 
there  are  two  reasons  why  DHS  might  sur¬ 
prise  the  skeptics.  The  first  is  that  reorgani¬ 
zation  of  the  federal  government  is  a  good 
idea.  “I  would  suggest  the  world  has 


changed  considerably  since  the  1940s,  espe¬ 
cially  in  the  use  of  IT  products,”  Flyzik  says. 
“I  think  it’s  long  overdue  that  somebody 
take  a  look  at  the  government  from  a  func¬ 
tional  view  instead  of  an  agency-by-agency 
view.  And  that’s  what’s  being  done  here.” 
His  voice  picks  up  as  he  asks,  rhetorically, 
How  many  agencies  at  the  federal,  state  and 
local  level  are  involved  with  border  cross¬ 
ings?  More  than  40,  he  announces,  which 
means  that  if  you’re  an  importer  or  exporter, 
you  might  be  required  to  fill  out  papers  for 
more  than  40  different  entities.  “I  think 
what  the  president  and  governor  [Ridge]  are 
doing  here  is  absolutely  right  on,  and  in  the 
end,  we’ll  not  only  have  a  more  secure  coun¬ 
try,  we’ll  have  a  more  efficient  government.” 

The  second,  and  more  important,  reason 
that  this  department  can  succeed  is  its  mis¬ 
sion:  to  save  lives  and  protect  property.  That 
will  be  incentive  enough  for  many  people  to 
discard  their  agency  hats  for  new,  larger-size 
homeland  security  headgear.  Sept.  1 1  singed 
a  permanent  memory  in  America’s  psyche, 
and  that  includes  the  DHS  workers  who 
patrol  the  border,  respond  to  disasters  and 
analyze  intelligence  day  in  4nd  day  out. 
Their  commitment  to  defend  the  nation  will, 
at  a  minimum,  give  the  new  department  a 
fighting  chance.  013 


Can  the  IT  efforts  of  the  Department  of  Homeland 
Security  succeed?  Write  Senior  Editor  Todd  Datz  at 
tdatz@cio.com. 

cio.com  Give  the  DHS  CIOs  a  piece  of 

your  mind  when  you  WEIGH  IN  with  your 
own  integration  strategies.  What's  worked 
for  you?  Share  your  best  practices  at 
comment.cio.com/weighin. 
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How  YOU  DOING  ON  THOSE  QUARTERLY  GOALS? 

When  you  rule  information  instead  of  the  other  way  around,  things  look  up. 
Every  day,  EMC  Automated  Networked  Storage  lets  ST  departments  cut  60 
percent  out  of  per-megabyte  costs,  consolidate  storage  management,  and  triple 
disk  utilization  —  all  at  a  surprisingly  affordable  price.  Which  might  explain  why 
no  one  delivers  more  networked  storage  than  EMC. 


Learn  how  other  companies  did  more  for  less  in  the  EMC  Answers  White  Paper  series  at  EMC.com/ANS 
Maximize  your  automated  networked  storage  knowledge  by  registering  for  monthly  updates  at  EMC.com/insite 
CALL  the  experts  and  discuss  how  you  really  can  get  more  for  less  with  EMC  at  1-866-464-7381. 

EMC2 

where  information  lives 


EMC2  and  EMC  are  registered  trademarks  and  where  information  lives  is  a  trademark  of  EMC  Corporation.  ©2002  EMC  Corporation.  All  rights  reserved. 


Wireless 


The  ROI  for  wireless 
was  once  assumed 
to  be  a  given.  Today, 
many  consider  it 
anything  but.  But  if 
you  follow  these 
emerging  best 
practices,  your 
project  can 
achieve  many 
happy  returns. 

BY  BEN  WORTHEN 


At  the  turn  of  the  century,  way  back  in  2000,  there  were  few 

or  no  best  practices  governing  wireless  investments,  and  there  really  didn’t 
have  to  be.  Just  saying  a  project  was  wireless  evoked  a  limitless  landscape 
strewn  with  potential  profits.  Pronounce  the  magic  word,  wireless ,  and  CEOs 
sat  up  and  listened.  CFOs  unsnapped  their  pocketbooks. 

In  March  2001,  CIO  published  a  survey  of  170  IT  executives;  84  percent  said 
they  either  already  had  or  planned  to  deploy  a  wireless  project. 

But,  of  course,  that  was  then.  A  new  CIO  survey  com-  ' 

pleted  last  May  shows  that  a  good  many  of  those  projects 
either  failed  to  materialize  or  failed  to  work.  Today,  com¬ 
panies  support  wireless  devices  and  offer  wireless  applica¬ 
tions  at  rates  far  below  what  they  anticipated  they  would  a 
year  and  a  half  earlier.  (See  our  complete  survey,  “2002 
Wireless  Update,”  at  www2.cio.com/researcb .)  PDA  and 
pager  adoption  were  both  off  by  20  percent,  and  the  num¬ 
ber  of  wireless  application  installations  fell  anywhere  from 
8  percent  to  20  percent  short  of  expectations. 

There  are  a  number  of  reasons  why  wireless  projects 
withered  on  the  vine,  most  notably  an  economy  that  no 
longer  encourages  speculative  investment.  CIOs  have  also 
been  burned  by  the  shortcomings  of  wireless  technology 


Reader  ROI 

►  Which  business 
cases  demand 
wireless  strategies 
and  which  don’t 

►  Low-budget  options 
for  wireless 
implementations 

►  How  batched  data 
processing  can  sync 
with  real-time  data 
exchange 
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Wireless 


(see  “3  Reasons  Why  Wireless  Projects 
Fail,”  Page  60)  and  by  projects  targeted  at 
audiences  that  weren’t  really  there.  Jeff  Scott, 
chief  technology  officer  of  New  York  City- 
based  Thomson  Financial,  which  in  the  last 
quarter  of  2000  deployed  a  wireless  appli¬ 
cation  that  delivered  financial  data  to  hand- 

<» 

held  devices,  sums  up  the  feelings  of  many  of 
his  colleagues  when  he  says  that  “the  finan¬ 
cial  services  industry  has  cooled  a  bit  for 
these  services,  either  because  of  the  market 
conditions  or  a  changed  view  of  ROI  for 
wireless  or  both.”  Barry  Strasnick,  CIO  of 
Quincy,  Mass. -based  CitiStreet,  is  more 
blunt.  Describing  an  abandoned  wireless 
effort  to  extend  website  capabilities  to  hand¬ 
held  devices,  he  says,  “Realistically,  you 
shouldn’t  trade  your  401  (k)  as  you’re  walk¬ 


ing  through  the  airport.” 

Wireless  technology  has  improved  during 
the  past  few  years  but  still  has  a  ways  to  go 
before  it  catches  up  to  the  original  hype,  says 
Victor  Milligan,  vice  president  of  consulting 
for  Stamford,  Conn. -based  Gartner.  “The 
only  way  to  make  sense  of  it  is  to  build  a 
business  case,”  says  Milligan.  “If  you  have  a 
mobile  workforce  that  is  part  of  a  mission- 
critical  or  valuable  business  process,  you 
need  to  have  a  wireless  strategy.  That  strat¬ 
egy  may  be  to  defer,  but  at  least  you’re  mak¬ 
ing  the  decision  based  on  information.” 

Building  a  business  case  is  not  as  simple 
as  it  may  first  appear.  Many  CIOs  still  have 
a  hard  time  determining  a  hard  ROI  for 
wireless  projects.  In  CIO’s  latest  survey,  the 
two  most  popular  measures  of  ROI  were 


increased  productivity  (54  percent)  and 
improved  internal  customer  satisfaction 
(40  percent),  neither  of  which  is  easily  meas¬ 
ured.  Furthermore,  an  astounding  25  percent 
of  CIOs  surveyed  said  that  they  didn’t  meas¬ 
ure  the  ROI  of  wireless  projects  at  all. 

That’s  not  good. 

Although  the  executives  interviewed  for 
this  article  say  they  will  no  longer  pay  for 
projects  that  won’t  pay  them  back,  few  are 
able  to  define  that  payback  in  anything 
more  than  general  terms.  Still,  best  practices 
for  planning,  launching  and  implementing 
wireless  projects  can  be  derived  by  examin¬ 
ing  projects  that  work  and  those  that  don’t. 
And  what  works  are  projects  that  start  with 
a  clearly  stated  problem  and  proceed  by 
deploying  the  most  direct  solution — lever- 


Air  Canada  CIO  Alice  Keung 
is  a  skeptic  when  it  conies 
to  wireless  technology,  but  she 
concluded  that  in  order  for  the 
airline  to  get  its  planes  serviced 
more  efficiently,  “we  needed  it 
whether  we  liked  it  or  not.” 
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aging  the  right  technology.  CIOs  who  have 
led  those  successful  implementations  are 
able  to  track  how  they  increase  revenue  and 
how  they  reduce  costs. 
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“Who’s  Got  the 
Doohickey  That 
Fits  into  the 
Thingamabob?” 

AIR  CANADA  is  Canada’s  largest 
airline.  Its  234  planes  make  an 
average  of  1,600  flights  per  day, 
i  40  percent  of  which  travel 
through  the  airline’s  Toronto  hub.  The  weak¬ 
ened  economy  and  the  aftershocks  of  the 
9/11  hijackings  have  ravaged  the  North 
American  airline  industry,  and  Air  Canada 

is  no  exception.  From 
an  operational  per¬ 
spective,  says  Vice 
President  of  IT  and 
CIO  Alice  Keung,  the 
downturn  has  forced 
the  airline  to  look  for 
ways  to  improve 
airplane  utilization, 
which  means  keeping 
planes  in  the  air  and  off  the  ground.  “With  a 
shorter  turnaround  time  [between  flights] 
you  can  use  the  aircraft  more  frequently,” 
she  says.  “This  leads  both  to  more  prof¬ 
itability  and  improved  customer  service.” 

The  number-one  culprit  for  ground  delays 
is  line  maintenance — unscheduled  repairs  to 
a  plane’s  equipment,  instruments  or  body. 
(That  is  different  than  heavy  maintenance,  in 
which  planes  can  be  stripped  down  to  the 
wires.  Heavy  maintenance  is  conducted  at 
scheduled  intervals  in  either  Calgary,  Mon¬ 
treal,  Vancouver  or  Winnipeg.) 

Here’s  how  line  maintenance  works:  A 
pilot  or  mechanic  sends  an  alert  to 
Toronto — by  teletype,  fax  or  simply  with  a 
note  in  the  plane’s  log — saying  that  a  plane 
needs  repairs.  When  the  plane  lands  in 
Toronto,  mechanics  meet  it.  Or  they  don’t. 


AIR  CANADA 

ANNUAL  REVENUE: 
$6  BILLION 


Project: 

Wireless  toolkit 
for  mechanics 

Cost  of  project: 

$254,000 

ROI:  To  be 
determined 


Please  Don’t  Squeeze  the  Project 

Not  every  wireless  project  yields  a  hard  ROI.  Not  every 
project  has  to. 

The  vast  majority  of  CIOs  interviewed  for  this  article  hadn’t  calculated  a  hard  ROI  for 

their  wireless  initiatives  and,  in  fact,  there  are  cases  where  project  benefits  don't  lend 
themselves  to  objective  measurement. 

For  his  latest  project,  Jim  Olson,  CIO  of  Waterbury  Hospital  Health  Center  in  Water- 
bury,  Conn.,  has  outfitted  rooms  with  wireless  devices  that  allow  nurses  to  monitor 
patients  from  nursing  stations,  ratherthan  making  rounds.  The  data  is  also  captured  in 
a  central  repository.  The  wireless  standards  and  dedicated  spectrum  necessary  to  sup¬ 
port  this  technology  are  new  (and  one  of  the  reasons  you  can’t  use  a  cell  phone  inside  a 
hospital).  Olson  can’t  assign  a  number  to  the  nurses’  productivity— they’re  doing  the 
same  amount  of  work;  it's  just  easier— but,  he  says,  “It’s  a  quality-of-care  issue.  You  can 
be  quicker  to  react.  It  comes  down  to  helping  your  critically  ill  patients." 

Wireless  afficionados  often  claim  that  as  the  investment  in  wireless  is  typically  small 
and  the  increased  efficiency  big,  a  hard  ROI  isn’t  really  necessary.  A  wireless  produc¬ 
tion  monitoring  and  warehouse  inventory  system  deployed  by  the  Lancaster,  Pa. -based 
plastics  packaging  manufacturer  Kerr  Group  was  deemed  such  a  project  by  Vice  Presi¬ 
dent  of  IS  Megan  Petry.  She  rigged  up  a  system  where  wireless  scanners  (at  $3,600  a 
pop)  keep  track  of  what’s  produced,  what’s  moved  and  what  leaves  each  warehouse. 
The  system,  costing  approximately  $100,000,  has  allowed  Kerr  to  cut  staff  and  has 
provided  better  insight  into  operations.  Asked  for  the  hard  ROI,  Petry  says  only  that  the 
staff  reductions  it  allowed  easily  paid  forthe  capital  expense. 

But  for  every  low-budget  success  story  there’s  a  failure.  Tom  McLain,  vice  president 
of  IT  and  e-business  for  Old  Mutual  Asset  Managers  in  the  United  States,  thought  that  if 
field  agents  had  real-time  information  they  would  be  able  to  respond  to  service 
requests  more  quickly,  which  in  turn  would  lead  to  more  business  forthe  Boston-based 
financial  services  company.  McLain  spent  $50,000  (out  of  a  $2  million  to  $3  million  IT 
budget)  to  make  the  company  intranet  accessible  to  PDAs.  McLain  admits  that  the 
information— sales  leads  and  a  company  directory— is  not  mission-critical,  but  he 
thought  that  if  it  led  to  just  one  new  sale  per  user  the  system  would  pay  for  itself. 

It  hasn’t.  The  application  works,  but  there  isn't  enough  bandwidth.  “It  takes  too  long 
and  people  don’t  have  the  patience,”  says  McLain.  And  since  the  projected  benefit 
derives  from  real-time  information  delivered  in  the  field,  it  doesn’t  do  users^any  good  to 
dial  up  from  home  at  the  start  or  end  of  a  day.  “From  a  pure  ROI,  we  probably  can’t  jus¬ 
tify  this,”  McLain  concedes. 

In  order  to  make  the  system  work  with  current  technology,  McLain  would  have  to 
invest  a  lot  more  money,  and  at  this  point  he  has  no  plans  to  do  so.  -B.W. 


Sometimes  the  mechanics  don’t  get  the 
message,  or  they  don’t  get  it  until  after  the 
plane  has  left.  All  too  frequently,  a  mechanic 
arrives  at  the  gate  only  to  realize  that  he  has 
to  return  to  the  hangar  for  a  part.  So  Keung 
figured  that  if  mechanics  had  real-time 
access  to  the  maintenance  system,  they 


would  be  better  prepared  to  service  the 
plane  when  it  arrived.  That  would  mean 
faster  turnaround. 

Keung  is  a  wireless  skeptic,  but  after  con¬ 
versations  with  other  Toronto-area  wireless 
users — including  the  local  police  force  and 
the  Toronto  Bluejays  baseball  team — she 
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Wireless 


TWENTY-FIVE  PERCENT  OF  THE  I.T. 
EXECUTIVES  SURVEYED  BY  CIO  SAID  THEY 
DIDN’T  MEASURE  THE  ROI  OF  WIRELESS 
PROJECTS  AT  ALL 


concluded  that  “we  needed  it  whether  we 
liked  it  or  not.”  So  last  April  Air  Canada 
invested  $254,000  in  a  pilot  project  to  see 
whether  wireless  could  in  fact  improve 
maintenance  efficiency. 

Air  Canada  mechanics  needed  to  access 
information,  including  maintenance  manu¬ 
als,  diagrams  and  as  many  as  10  different 
data  systems,  and  Keung  realized  early  on 
that  devices  connected  through  a  wireless 
carrier’s  data  network  wouldn’t  have  the 
necessary  bandwidth.  Furthermore,  over¬ 
hauling  back-end  systems  to  make  them 
accessible  would  be  prohibitively  expensive. 
Instead,  Keung  deployed  a  wireless  LAN- 
based  solution,  investing  in  complex  encryp¬ 
tion  and  authentication  technologies  that 
would  keep  it  secure. 

What  devices  to  use  was  another  un¬ 
known.  “We  tried  a  few,”  says  Keung.  “We 
started  with  a  handheld  device,  but  the 


mechanics  didn’t  like  it.  They  have  to  wear 
huge  gloves  in  the  winter” — this  is  Air 
Canada  after  all — “and  the  number  of  data 
sources  and  diagrams  made  handhelds  way 
too  small.”  Eventually,  with  help  from  IBM, 
Keung  developed  a  tablet-like  device  that 
could  be  mounted  on  a  mechanic’s  truck. 

During  the  five-month  pilot,  Air  Canada 
found  that  productivity  improved.  Mechan¬ 
ics  didn’t  have  to  travel  back  and  forth  to 
the  hangar  as  much,  and  it  was  easier  to  plan 
for  repairs.  If  a  plane  heading  for  Vancou¬ 
ver  needed  a  widget,  management  could 


make  sure  the  widget  would  be  there,  wait¬ 
ing.  “That  all  has  a  bottom-line  impact,” 
Keung  says.  She  believes  that  the  pilot  made 
a  (modest)  contribution  to  Air  Canada’s 
2002  $134  million  second-quarter  operating 
income  increase  over  200 l’s  second  quarter. 

It  was,  in  fact,  the  only  North  American- 
based  international  carrier  to  post  a  quar¬ 
terly  profit. 

The  next  step,  says  Keung,  will  be  to  roll 
out  the  devices  gradually  to  Air  Canada  ter¬ 
minals  in  other  cities. 


5  Quick  Tips  for  Making 
Wireless  Work  for  You 

MAKE  SURE  YOU  FIT  THE  PROFILE 

To  date,  only  companies  with  a  large  or  mission-critical  mobile  workforce,  or  remote 
manufacturing  concerns,  have  derived  a  consistent  ROI  from  wireless  apps.  Niche 
markets,  such  as  universities  and  hospitals,  have  also  had  success. 

ASK  YOURSELF,  DO  I  REALLY  NEED  IT? 

Simply  having  a  mobile  workforce  doesn’t  guarantee  an  ROI.  Real-time  information 
access  has  to  dramatically  help  your  business. 

KNOW  WHAT  YOU  WANT  TO  ACHIEVE 

CIOs  who  are  clear  about  the  metrics  they  are  trying  to  improve  are  in  a  position  to 
quantify  a  project’s  success. 

TALK  TO  YOUR  USERS 

Equipping  workers  with  wireless  devices  and  providing  access  to  information  isn’t 
enough.  The  devices  and  the  data  exchange  must  be  tested  and  tailored  to  fit  their 
needs. 

REMEMBER:  LESS  MAY  BE  MORE 

Successful  wireless  projects  don’t  necessarily  need  every  bell  and  each  whistle.  For 
example,  don’t  spend  a  ton  to  integrate  always-connected  devices  with  real-time 
data  exchange  when  daily  syncs  will  do.  -B.W. 


“Did  You  Say 
Champagne  or 
Champale?” 


OUTHERN  WINE  &  SPIRITS  is 
America’s  largest  adult  beverage 
|  distributor,  controlling  about  13 
percent  of  the  market.  The 
Miami-based  company  has  40,000  cus¬ 
tomers,  including  restaurants,  bars,  hotels 
and  liquor  stores,  and  stocks  25,000  differ¬ 
ent  products  in  Cali¬ 
fornia  alone.  “There’s 
not  enough  paper  in 
the  world  for  a  sales 
force  to  track  all  the 
items  and  vintages,” 
says  Vice  President  of 
Sales  and  Marketing 
Steven  Burrows.  Yet, 
before  the  wireless  sys¬ 
tem,  thabs  what  they  had  to  do.  Reps  would 
keep  stacks  of  books  in  the  trunk  of  their 
car  so  that  they  could  have  descriptions  of 
the  various  brands  and  vintages  handy. 

Continued  on  Page  60 
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PEAK  PERFORMANCE  — 

Reinventing  ik 

Integrated  Customer-Driven 

ENTERPRISE 


THERE  IS  NO  ALTERNATIVE. 

Today’s  organizations  realize  that  becoming  a  customer-driven  enterprise, 
making  it  easier  for  customers  to  do  business  with  the  organization,  is  non-nego- 
tiable;  it’s  a  must  to  achieve  sustainable  competitive  advantage.  The  goal — to 
consistently  deliver  an  exceptional  customer  experience — requires  that  compa¬ 
nies  apply  best  practices  in  every  aspect  of  managing  customer  relationships. 

Embedding  best  practices  for  customers  into  industry-specific  business 


processes  is  essential  to  success,  and  yet 
just  to  identify  and  document  these 
best  practices  is  one  challenge. 
Integrating  them-delivering  these  best 
practice-based  business  processes  across 
the  enterprise-is  another. 

CIOs  clearly  recognize  the  enormous 
economic  potential  of  creating  a  com¬ 
pany  where  customer  information 
flows  freely  throughout  the  entire 
enterprise,  and  where  streamlined  busi¬ 
ness  processes  are  optimized  to  serve 
customer  needs,  not  fragmented  by 
organizational  silos.  Ideally,  the  fully- 
integrated  business  delivers  a  superior 
customer  experience  while  improving 
profits  and  lowering  costs. 
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But  CIOs  also  see  the  messy  reality:  Their 
customer-driven  business  processes — from 
lead  generation  to  order  fulfillment — depend 
on  the  integration  of  vast  amounts  of  data, 
much  of  which  reside  in  legacy  and  custom 
applications.  This  data,  sequestered  from 
other  disconnected  systems  such  as  CRM, 
ERP  and  SCM,  renders  many  integration 
solutions  inadequate.  Vendors  promising  a 
“complete  suite”  of  integrated  pre-packaged 
applications  cannot  possibly  solve  this  com¬ 
plex  issue,  as  these  integration  models  fail  to 
capture  the  full  range  of  data  across  legacy 
and  custom  applications  that  is  required  to 
execute  customer-driven  processes. 

Truly  effective  integration  solutions  must 
take  full  advantage  of  emerging  open  XML 
and  web  services  standards  such  as 
BPEL4WS,  XSLT  and  XSD.  These  open 
standards-based  integration  models  are  capa¬ 
ble  of  leveraging  existing  IT  investments  while 
enabling  the  use  of  best-in-class  applications 
required  to  achieve  optimal,  end-to-end  busi¬ 


ness  processes.  About  web  services  alone, 
Gartner’s  Michael  Blechar  writes  in  the  Aug. 
26,  2002,  report  “The  Impact  of  Web  Services 
Architecture  on  AD”  that  by  2005  this  will  be 
the  predominant  programming  model,  used 
for  at  least  two-thirds,  and  perhaps  as  much  as 
80  percent,  of  new  applications. 

“Integration  is  not  merely  hooking  up 
your  ERP  system  to  a  CRM  package— that 
trivializes  the  problem  greatly,”  says  Mark 
Sunday,  SVP/IT  and  CIO  at  Siebel  Systems. 
Only  one  part  of  customer-driven  process 
integration  is  involved  with  connecting 
enterprise  applications  so  that  information 
can  flow  in  real  time  throughout  the  enter¬ 
prise.  Another  challenge  is  how  to  choreo¬ 
graph  the  complex  transactions  that  occur 
between  applications  so  that  they  truly 
reflect  the  business  process  being  created.  It 
is  a  Herculean  task  to  orchestrate  them  all  in 
support  of  streamlined  and  effective  business 
processes  that  keep  customers  at  the  center. 

In  short,  while  customer-driven  business 
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process  integration  might  be  an  IT  execu¬ 
tive’s  greatest  dream— it  can  also  be  the 
biggest  challenge. 

“If  your  organization  as  a  whole  is  not 
focusing  on  customers  and  how  to  support 
them,  you’re  putting  yourself  at  a  competi¬ 
tive  disadvantage,”  says  Vince  Ostrosky, 
VP/Customer  Relationship  Management  at 
IBM.  “A  commitment  to  customer  focus 
does  not  stop  with  selecting  the  best-in-class 
CRM  system,”  he  adds.  “It  extends  to  fun¬ 
damentally  improving  all  the  business  activ¬ 
ities  that  directly  and  indirectly  support  cus¬ 
tomer  transactions.  Failing  to  realize  this  will 
prevent  a  CRM  project  from  reaching 
desired  results.” 

With  so  much  at  stake,  it’s  no  surprise 
that  IT  executives  are  choking  back  their 
fears  and  making  a  top  priority  out  of  inte¬ 
grating  systems  to  build  a  customer-driven 
company.  “People  want  integration  to  be 
faster,  cheaper  and  easier,”  says  Paraic 
Sweeney,  VP/Marketing  at  IBM’s 
WebSphere®  Business  Integration.  “They 
want  to  be  able  to  manage  the  risk  associated 
with  change  by  making  integration  simpler.” 


“The  payoff  is  worth  the  effort,  but  inte¬ 
grating  a  company’s  business  processes  need 
not  be  so  complex,”  says  Ambuj  Goyal,  gen¬ 
eral  manager  of  IBM’s  Solutions  Division. 
“While  it  requires  CIOs  to  tackle  difficult 
questions  of  budget,  project  scope  and  tech¬ 
nical  complexity,  integration  can  be  made 
easier  with  a  pre-built  software  solution  in 
which  integration  best  practices  are  embed¬ 
ded  in  every  component.” 

Most  experts  say  that  the  average  large 


Assessing  the  Integration  Challenge 


How  Many  Applications  Do  You  Have  in  Your  IT  Environment? 


Number  of 
Applications 

1-10 
11-25 
26-50 
51-100 
101-200 
201-500 
501-5,000 
1,001-5000 
5,001  + 


Percentage  of  Respondents 


ROADBLOCKS  TO  INTEGRATION 

Prioritizing  customer-driven  integration  is  a 
great  start.  But  many  experts  cite  significant 
barriers  to  fully  integrating  business  processes. 

“The  problem  is  that  delivering  a  higher 
level  of  customer  experience  requires  inte¬ 
grating  many  systems,  which  is  cost  prohib¬ 
itive,  and  projects  are  often  shelved,”  says 
Edward  Abbo,  SVP/CTO  at  Siebel  Systems. 
Integration  alone  is  not  the  answer. 
Integrating  processes  to  be  customer-centric 
involves  transforming  how  companies  do 
business  in  ways  that  deliver  the  most  value 
and  competitive  advantage. 

Corporations  also  must  ensure  that  the 
right  business  processes  get  integrated. 
“Process  integration  requires  an  end-to-end 
analysis  of  current  business  processes  and 
data  flows,”  says  Steve  Bonadio  of  Meta 
Group.  “CRM  integration  differs  in  some 
respects  insofar  as  ultimately  the  customer 
has  to  be  the  primary  focal  point  for  what  is 
being  integrated — not  the  organization.” 


Source:  Satmetrix  Survey 

corporation  has  anywhere  from  50  to  100 
separate  applications — some  large  global 
corporations  report  as  many  as  5,000  [see 
chart  above]— including  a  wide  range  of  sys¬ 
tems  from  legacy  to  order  entry,  HR  and 
sales  systems.  The  sheer  number  of  applica¬ 
tions  makes  integration  complicated. 

“It’s  not  just  linking  numerous  applica¬ 
tions  that  is  complex,  but  also  selecting 
which  to  include,  which  systems  to  retire, 
and  which  to  replace  altogether  with  a  pack¬ 
aged  application,”  says  IBM’s  Ostrosky. 
“CIOs  must  then  figure  out  how  to  make 
them  all  work  together  to  support  business 
activity.  By  maintaining  focus  on  the  process 
and  how  it  alfects  customers,  the  answers 
become  clearer.” 

All  that  technical  complexity  also  adds  up 
to  a  fairly  large  line  item  in  the  IT  budget. 
According  to  “ The  State  of  Integration  in 
Today’s  Business  World,”  a  recent  report  from 
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Who  Provides  What  in  the  IBM  and  Siebel  Systems 
Joint  Solution  in  Support  of  Universal  Application  Network 


IBM  WebSphere  IBM  WebSphere 

Business  Integration  Siebel  Systems  Business  Integration 

Business  Process  Design  Tool  Business  Process  Libraries  Business  Integration  Server 


Business 
Process  Flows 


Standard-based 

Representation 

BPEL4WS 


J  1 

Business 

Process 


Monitoring 


The  Hurwitz  Group,  budgets  devoted  to 
integration  spending  can  be  nearly  30  per¬ 
cent  of  an  overall  IT  budget.  Gartner  ana¬ 
lysts  G.Long  and  R.  Schulte  agree,  noting  in 
their  June  2002  report,  “Building  the 
Business  Case  for  Application  Integration ,  ” 
that  integration  projects  typically  consume 
about  35  percent  of  the  cost  and  effort  in  an 
application  implementation.  Says  Janelle 
Hill  of  Meta  Group,  “Most  enterprisewide 
integration  initiatives  are  multimillion  dol¬ 
lar  projects,  depending  on  the  size  of  the 
company  and  the  scope  of  the  project.” 

But  just  because  integration  projects  can 
be  cumbersome  and  costly  doesn’t  mean 
they  have  to  be. 

OVERCOMING  THE  BARRIERS  TO 
CUSTOMER-DRIVEN  PROCESS 
INTEGRATION 

Every  company,  every  industry,  is  unique  in 
how  it  relates  to  its  customers,  so  it  stands  to 
reason  that  a  customer-driven  integration 
project  will  vary  according  to  a  company’s 


individual  processes  and  goals.  Such  unique 
requirements  argue  for  the  use  of  some  cus¬ 
tom  integration  work.  However,  at  the  same 
time,  CIOs  face  constant  pressure  to  deliver 
these  initiatives  on  time  and  under  budget, 
so  an  expensive  and  time-consuming  custom 
project  is  out  of  the  question. 

But  now  there  is  a  new  alternative:  the 
IBM/Siebel  joint  integration  solution,  which 
marries  Siebel  Systems’  pre-built  library  of 
customer-driven  business  processes  to  IBM’s 
WebSphere  Business  Integration  software, 
using  an  open  standards  approach. 

The  joint  solution  is  designed  to  sup¬ 
port  Universal  Application  Network 
(UAN)Systems,  introduced  by  Siebel 
Systems  in  March  2002.  It  exemplifies  the 
importance  of  pre-packaged  standards- 
based  integration  in  implementing  best 
practice-based  business  processes,  while 
leveraging  IBM’s  standards-based  approach 
to  business  integration  software.  Together, 
they  allow  CIOs  to  implement  a  scalable 
platform  that  embraces  new  integration 
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“An  integration  infrastructure  that  supports  superior  customer  experience  ... 
has  to  be  flexible,  scalable  and  deliver  measurable  results.  IBM  and  Siebel  put 

these  requirements  first.” 

— ambuj  Goyal,  GM  of  Solutions  division, ibm 


initiatives  such  as  web  services,  while  low¬ 
ering  the  costs  and  risks  associated  with 
integration. 

Together,  IBM  and  Siebel  Systems  have 
decades  of  industry  expertise  in  building 
customer-driven  business  processes  and  in 
solving  integration  problems.  And  now  the 
two  companies  have  significantly  extended 
their  Global  Strategic  Alliance  to  offer  cus¬ 
tomers  an  industry-leading  solution  that 
embodies  this  expertise. 

[For  more  information  see  www.IBM- 
Siebel.com/us/bp] 

“Our  customers  have  clearly  communi¬ 
cated  the  need  for  world-class  best  prac¬ 
tices  for  sales,  marketing,  and  service,”  says 
Thomas  M.  Siebel,  Chairman  and  Chief 
Executive  Officer,  Siebel  Systems.  “That’s 
why  we  have  partnered  with  IBM  to 
deliver  on  the  promise  of  pre-built,  end- 
to-end,  customer-driven  business  process¬ 


es  that  global  enterprises  are  demanding.” 

Companies  care  greatly  that  their  tech¬ 
nology  investments  have  solid  backing  by 
vendors  with  a  strong  track  record  in  deliv¬ 
ering  results.  “And  this  is  especially  true  in 
the  case  of  building  an  integration  infra¬ 
structure  that  supports  superior  customer 
experience,”  says  IBM’s  Goyal.  “It  has  to  be 
flexible,  scalable  and  deliver  measurable 
results.  IBM  and  Siebel  put  these  require¬ 
ments  first.” 

By  leveraging  IBM’s  pre-built  business 
process  templates  and  common  object 
model,  Siebel  Systems  is  able  to  accelerate 
delivery  of  its  rich  library  of  pre-built,  indus¬ 
try-specific  business  processes.  Because  their 
software  will  work  together  seamlessly,  IBM 
and  Siebel  Systems  are  responding  to  what 
customers  need:  a  simple  way  to  integrate 
business  processes  from  their  customer’s 
point  of  view. 


About  the  IBM  and  Siebel  Systems  Joint  Integration  Solution 
in  Support  of  Universal  Application  Network 


THE  INTEGRATION  SOLUTION  brought  by 
IBM  and  Siebel  Systems  provides  organiza¬ 
tions  with  the  ability  to  choose  best-in-class 
applications  that  will  work  seamlessly  together  to 
support  a  customer-driven  enterprise  [see  illus¬ 
tration  on  the  opposite  page].  Based  on  XML 
and  web  services  standards  such  as  BPEL4WS, 
XSD  and  XSLT,  the  solution  lowers  develop¬ 
ment  and  maintenance  costs,  and  ensures  the 
added  benefit  that  organizations  will  not  be 
locked  into  an  architecture  that  becomes  techni¬ 
cally  obsolete  over  time,  preserving  investment 
costs.  It  is  comprised  of  three  components:  (1)  a 
library  of  industry-specific  business  processes 
based  on  best  practices  provided  by  Siebel 
Systems;  (2)  a  selection  of  business  process  design 


tools,  provided  by  IBM  WebSphere,  for  model¬ 
ing  and  configuring  these  business  processes  and 
for  creating  new  ones;  and  (3)  WebSphere 
Business  Integration’s  market-leading  software, 
the  most  reliable,  scalable  environment  in  which 
to  execute  these  business  processes.  Altogether, 
these  components  form  the  unique  IBM/Siebel 
joint  solution  in  support  of  UAN,  which  promis¬ 
es  to  dramatically  reduce  the  cost  and  complexity 
of  application  integration,  and  enable  organiza¬ 
tions  to  cost-effectively  deploy  cross-application 
business  processes.  The  IBM/Siebel  joint  solu¬ 
tion  also  enables  organizations  to  rapidly  respond 
to  business  opportunities,  optimize  organization¬ 
al  performance,  and  realize  unprecedented  busi¬ 
ness  value  from  existing  systems. 
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Successful  integration  is  more  than  just  an  out-of-the-box  solution. 

It  requires  a  measured,  time-tested  approach  that  incorporates  today’s 
business  needs  and  tomorrow’s  possibilities. 


“Siebel  Systems  has  a  good  handle  on 
customer-related  elements.  It  knows  what 
the  big  things  are  that  everybody  tries  to 
integrate,”  says  Meta’s  Hill.  “The  buyer 
wants  a  much  lower-cost  solution  and  a 
much  more  packaged  solution.” 

GETTING  INTEGRATION  RIGHT 

But  successful  integration  requires  more 
than  a  solution;  it  demands  a  measured, 

Four  Tips  to  Achieve  Customer- 
Driven  Integration 

Putting  the  customer  at  the  center  of  an  inte¬ 
gration  project  requires  a  shift  in  thinking, 
says  Steve  Bonadio  of  Meta  Group.  He 
divides  customer-driven  integration  into  the 
following  four  areas: 

Front  to  back  office  integration.  This  is  the 
traditional  start  of  many  integration  pro¬ 
jects,  linking  front  end  applications  such  as 
sales  automation  tools  and  call  center  soft¬ 
ware  to  back  end  programs  like  entitle¬ 
ment  or  billing  systems. 

Operational  to  analytical  integration.  By 
integrating  operational  data  such  as  cus¬ 
tomer  support  information,  companies  can 
use  analytical  software  to  build  smarter 
customer  policies.  Using  analytical  tools  to 
parse  the  customer  data  helps  executives 
improve  profitability,  or  get  a  handle  on 
such  vexing  issues  as  customer  churn,  for 
example. 

Cross  channel  integration.  By  integrating 
the  systems  of  different  sales  channels, 
such  as  e-mail  and  voice  mail,  executives 
take  a  major  step  in  building  a  comprehen¬ 
sive  customer  profile. 

Downstream  integration.  Companies  real¬ 
ly  need  to  look  at  tying  the  web  and  e- 
business  elements  of  their  processes  to 
traditional  CRM  channels  for  true  cus¬ 
tomer-driven  integration. 


time-tested  approach  incorporating  today’s 
business  needs  and  tomorrow’s  possibili¬ 
ties.  It  also  requires  that  companies  closely 
examine  their  business  processes  for  oppor¬ 
tunities  to  streamline  processes,  and  rein¬ 
vent  them  to  reflect  best  practices  in  cus¬ 
tomer-driven  integration.  From  their 
extensive  integration  experience,  IBM  and 
Siebel  Systems  suggest  the  following  best 
practices  for  integration,  which  are  inher¬ 
ent  in  their  new  joint  solution: 

Drive  Your  Integration  Project  Based  on 
Customer  Needs 

Siebel  Systems’  entire  business  is  based  on 
delivering  the  highest  levels  of  customer  sat¬ 
isfaction  and  building  more  profitable  cus¬ 
tomer  relationships. 

“What  we’ve  done  is  draw  on  our  experi¬ 
ence  to  identify  best  practices  by  industry  and 
embedded  those  practices  in  the  Siebel 
Systems  suite  of  business  process  software,” 
says  Siebel  Systems’  Abbo.  Siebel  Systems  has 
customized  its  business  process  software  by 
making  processes  specific  to  industries,  but 
also  provides  tools  that  let  companies  easily 
tailor  the  software  to  match  their  unique 
requirements.  “We  expect  that  customers  will 
mold  these  business  processes  to  their  specific 
requirements,”  says  Abbo.  “It’s  important  to 
be  able  to  build  the  processes  from  end  to  end 
to  reflect  customer  expectations  for  each  com¬ 
pany.”  Siebel  Systems’  best-of-breed  approach 
also  means  that  companies  won’t  have  to 
wrestle  with  the  ‘my  way  or  the  highway’ 
demands  of  some  monolithic  packaged  soft¬ 
ware  products.  The  customer  drives  the  soft¬ 
ware  integration,  not  vice-versa. 

IBM  WebSphere  Business  Integration 
software,  a  leader  in  its  market  space,  comes 
with  a  set  of  pre-built  software  components 
that  also  preclude  the  need  for  a  lot  of  custom 
coding.  Not  only  ate  these  components  ready 
to  use  practically  “out-of-the-box,”  they  come 
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Lower  Total  Cost  of  Ownership... 


Time  (Project  lifecycle) 


. . .  Cost  of  traditional  approach 

—  —  Cost  of  systematic  approach 

using  IBM/Siebel  joint  solution 
in  support  of  Universal 
Application  Network 


already  equipped  with  functionality  that 
ensures  the  security,  reliability  and  scalability 
of  the  solution— which  often  have  to  be  coded 
separately.  A  tool  set  is  also  provided  to  help 
customers  take  the  pre-built  components  to 
the  next  level,  to  meet  their  unique  needs. 

Maximize  Integration  Return  on 
Investment  and  Total  Cost  of  Ownership 

It’s  been  said  before,  but  it’s  worth  repeat¬ 
ing:  Time  is  money,  and  the  faster  a  project 
gets  finished  properly,  the  faster  the  compa¬ 
ny  will  reap  a  return  on  investment,  whether 
through  cost  savings  or  revenue  generation. 

One  of  the  best  methods  of  speeding 
projects  to  completion  is  by  using  a  system¬ 
atic  approach  to  integration,  like  the  one 
IBM  and  Siebel  Systems  offer,  as  compared 
to  traditional  approaches  where  companies 
build  it  themselves,  or  use  development 
tools  that  require  mammoth  effort.  In  fact, 
in  the  June  2002  report,  " Building  the 
Business  Case  for  Application  Integration,  ” 
Gartner  analysts  Long  and  Schulte  estimate 
that  companies  that  opt  for  a  systematic 
integration  approach  can  integrate  applica¬ 
tions  approximately  20  percent  faster. 

The  Total  Cost  of  Ownership  of 


WebSphere  Business  Integration  software  is 
markedly  lower  than  that  of  homegrown 
integration  solutions  or  those  of  application 
suite  vendors.  “The  project  implementation 
time  is  fast  because  companies  can  use  the 
ready-made  templates  instead  of  custom¬ 
coding  each  element  of  the  infrastructure,” 
says  IBM’s  Sweeney.  “And  follow-on  pro¬ 
jects  are  even  faster  because  you  can  re-use 
WebSphere  Business  Integration  compo¬ 
nents  from  one  project  in  another.” 

The  low  cost  of  ownership  is  also  due  to 
the  solution  architecture  that  is  designed  to 
sustain  the  vagaries  of  dynamic  business 
environments.  “When  you  implement  these 
business  processes  on  WebSphere  Business 
Integration,  they  are  less  susceptible  to  the 
changes  that  inevitably  occur  at  the  applica¬ 
tion  end,”  Sweeney  says. 

The  result:  faster  time  to  Return  On 
Investment  and  lower  Total  Cost  of 
Ownership. 

Build  a  System  for  the  Future 

Integration  is  difficult  enough  to  do  once — 
how  do  you  ensure  that  your  integration 
solution  will  grow  with  the  business  as  cus¬ 
tomer  needs  and  market  conditions  evolve 
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How  to  get  ROI  on  Integration 

Getting  the  maximum  bang  for  your  buck 
on  enterprisewide  integration  requires  a 
canny  mix  of  technical  savvy  and  business 
know-how.  Tips  include: 

•  Use  proven  integration  technology  as 
the  basis  for  the  implementation  pro¬ 
ject  to  ensure  an  integration  solution 
that  will  support  your  business  as  it 
changes  and  grows. 

•  Build  a  centralized  strategy  with  execu¬ 
tive  level  support,  and  run  it  from  an  inte¬ 
gration  competency  center.  This  helps 
keep  costs  under  control  and  avoid 
redundant  projects. 

•  Streamline  development.  By  using  pre¬ 
built  business  process  flows — pre-built 
solutions  that  define  and  orchestrate  a 
sequence  of  steps  necessary  to  achieve 
a  business  objective,  such  as  customer 
creation,  credit  check,  or  quote-to- 
order — companies  can  cut  project  devel¬ 
opment  time  significantly. 

•  Reuse  components.  Experts  advise  the 
use  of  common  object  models,  which  are 
representations  of  data  exchanged 
among  applications,  such  as  customer, 
order  or  product.  Using  common  objects 
reduces  the  number  of  data  transforma¬ 
tions  between  applications  from  Order  N2 
to  N,  saving  coding  time  and  speeding 
project  development. 

•  Use  point-to-point  integration  only 
where  appropriate.  Costly  to  code, 
point-to-point  integration  is  brittle  and 
prone  to  breakdowns.  And  since  it’s  not 
centralized  or  built  in  a  standard  manner, 
it’s  even  more  expensive  to  maintain. 

over  time?  “The  vast  majority  of  companies 
have  a  large  and  complicated  application 
infrastructure,”  says  Siebel  Systems’  Sunday. 
“Your  approach  to  integration  has  to  be  able 
to  deal  with  that  complexity.” 

The  smart  CIO  will  build  an  integration 
platform  that  is  flexible  and  agile  enough  to 
grow  with  the  business,  and  be  able  to  accept 


next-generation  integration  technologies  such 
as  web  services.  That  means  using  a  standards- 
based  solution.  “If  you  can  base  every  aspect  of 
your  integration  plan  on  widely  accepted  stan¬ 
dards,  it’ll  be  a  key  enabler  to  facilitate  cost 
effective,  scalable  integration,”  says  Sunday. 

Being  entirely  standards-compliant,  the 
IBM/Siebel  joint  integration  solution  assures 
CIOs  that  their  solution  will  meet  the  future 
technology  requirements  of  their  IT  envi¬ 
ronment.  “CIOs  want  a  flexible  solution  so 
that  integration  doesn’t  become  a  stumbling 
block,”  says  IBM’s  Sweeney.  “They  don’t 
want  to  be  forced  to  use  a  proprietary  solu¬ 
tion.  By  using  a  standards-based  approach, 
customers  can  use  our  solution  no  matter 
what  platform  they  standardize  on.” 

THE  BOTTOM  LINE  ON  INTEGRATION 

What  it  all  boils  down  to  is  this:  CIOs  must 
choose  projects  that  will  deliver  significant 
business  value,  either  through  cost  reduc¬ 
tions  or  profit  boosting.  That’s  why  they  are 
intrigued  by  the  possibilities  inherent  in  cre¬ 
ating  an  enterprise  that  has  fine-tuned  its 
business  processes  to  maximize  value  to  its 
customers.  With  that  mandate,  many  IT 
leaders  are  turning  to  technology  companies 
that  can  help  build  a  customer-driven  busi¬ 
ness,  not  just  implement  technology. 

“At  the  end  of  the  day,  I  think  we’re  on 
the  cusp  of  a  new  movement  where  organi¬ 
zations  are  really  going  beyond  system-to- 
system  integration,”  says  Meta’s  Bonadio. 
“They’re  really  taking  the  discipline  several 
layers  up  to  focus  on  the  business  processes.” 

Because  in  the  end,  customer-driven 
business  process  integration  is  about  becom¬ 
ing  a  customer-driven  enterprise.  The  tech¬ 
nology  is  just  there  to  help.  • 

To  find  out  more  about  Siebel  Systems’  best- 
practice  business  processes  and  IBM 
WebSphere  Business  Integration  in  support  of 
UAN,  point  your  browser  to:  www.lBM- 
Siebel.com/us/bp 

This  report  was  written  by  Carol  Hildebrand, 
a  business  and  technology  writer  based  in 
Wellesley,  Mass. 


IBM,  WebSphere  and  the  e-business  logo  are  registered  trademarks  or  ©2002  Siebel  Systems,  Inc.  All  rights  reserved.  Siebel  and  the  Siebel  logo 

trademarks  of  International  Business  Machines  Corporation  in  the  United  States  are  trademarks  of  Siebel  Systems,  Inc.  and  may  be  registered  in  certain 

and/or  other  countries.  ©2002  IBM  Corporation.  All  rights  reserved.  jurisdictions.  Other  product  names  and  designations  and  logos  may  be 

trademarks  of  their  respective  owners. 
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CALL  FOR  ENTRIES  Deadline: 

Feb.  28,  2003 

CIO  100  HONOREES 

will  be  honored  at  the  annual 
CIO  100  Symposium  &  Awards 
Ceremony  Aug.  17-19,  2003 
at  The  Broadmoor  in  Colorado 
Springs,  Colorado.  Winners— 
and  their  resourceful  ideas— 
will  also  be  featured  in  the 
Aug.  15,  2003  issue  of  CIO. 


Are  You  Resourceful? 

IN  TOUGH  TIMES,  YOU  HAVE  A  CHOICE.  You  can  get 

conservative,  hunker  down  and  cut  your  losses,  or 
you  can  use  your  head  and  find  creative  ways  to  do 
more  with  less.  Companies  that  figure  out  how  to 
generate  greater  value  with  more  limited  IT  resources 
thrive  whatever  the  state  of  the  economy. 

If  your  company  is  resourceful,  if  it  has  developed 
imaginative  new  ways  to  get  more  from  its  IT  staff, 
systems  and  budget,  our  readers— your  peers— 

want  to  know  about  you. 

BE  RECOGNIZED  as  one  of  the  Resourceful  100. 
APPLY  FOR  the  16th  annual  CIO  100  Awards. 


.  waste  not, 

Cr et  more. 


No  matter  the  work  environment,  now  there’s  an 
intelligent  flat-panel  monitor  for  users  everywhere. 


Smart  technologies 

Model 

1560V 

1560NX 

1560M 

1760V 

1760NX 

1760VM 

\ 

1860NX 

Rapid  Response 

No 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Thin  Frame 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

DDC/CI 

No 

No 

Yes 

Yes 

Yes 

Yes 

Yes 

No  Touch  Auto  Adjust 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Integration  Capable 

Yes 

Yes 

No 

Yes 

Yes 

No 

Yes 

LiquidView™  Software 

No 

No 

No 

Yes 

Yes 

Yes 

No 

Multimedia 

No 

No 

Yes 

No 

No 

Yes 

No 

Vacation  Switch 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Cable  Management 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Input  Interface  Connectors 

VGA 

DVI-D 
&  VGA 

DVI-D 

&  VGA 

VGA 

DVI-D 
&  VGA 

DVI-D 

&  VGA 

DVI-D 

&  VGA  j 

NEC  ranked  as  the  best-selling  stand-alone  LCD  monitor  brand  according  to  the  Stanford  Resource-iSuppli  Flat  Panel 
Monitrak '  Quarterly  Report,  Q2  ’02.  See  More,  LiquidView,  NaViSet,  No  Touch  Auto  Adjust  and  Rapid  Response  are  trademarks, 
and  Multisync  is  a  registered  trademark  of  NEC-Mitsubishi  Electronics  Display  of  America,  Inc. 


©2002  NEC-Mitsubishi  Electronics  Display  of  America,  Inc.  All  rights  reserved.  Simulated  images  in  monitors. 


* 


Introducing  the  new  NEC  MultiSync®  60  Series  LCD  monitors.  Intelligence,  performance 
and  value  make  them  the  right  choice  anywhere.  Only  from  the  leading  brand  of  stand-alone 
flat-panel  monitors.  The  work  may  be  different,  but  that  doesn’t  mean  users  can’t  all  benefit 
from  the  clarity,  precision  and  smart  design  of  our  most  versatile  line  of  flat-panel  monitors. 


The  60  Series  has  something  for  everyone.  Just  choose  the  model  with  the  intelligent 
features  you  need.  Like  NEC’s  Rapid  Response™  technology  for  lifelike  full-motion  video 
display.  No-Touch  Auto  Adjust™  for  optimal  display  settings  upon  initial  power-up.  Or  an 
integrated  DDC/CI  function  with  NaViSet™  Administrator  software  for  easy  LAN-based 
remote  diagnostics,  control  and  asset  tracking. 


Ergonomic  cabinet  design,  thin  frames  and  choice  of 
cabinet  colors  help  the  monitors  fit  into  virtually  any 
workspace,  while  adherence  to  ISO  13406-2  specs 
provides  you  with  the  assurance  of  quality.  What’s  more, 
cable  management  prevents  wire  clutter  while  minimal 
energy  consumption  and  a  vacation  switch  that 
completely  shuts  down  the  monitor’s  power  mean 
a  lower  total  cost  of  ownership.  Pretty  smart,  huh? 


NEC  MultiSync  monitors.  Bright  outside.  Brilliant  inside. 

Learn  more  at  www.necmitsubishi.com/intelligent  or  call  888-NEC-MITS. 

SEE  moQET 


NEC/MITSUBISHI 

NEC-MITSUBISHI  ELECTRONICS  DISPLAY 


Wireless 


3  Reasons  Why  Wireless 
Projects  Fail 

LACK  OF  BANDWIDTH 

CIOs  trying  to  extend  core  applications  to  handheld  devices  soon  discover  that  wire¬ 
less  data  networks  are  many  times  slower  than  conventional  56K  dial-up  connections; 
802.11  wireless  LAN  innovators  using  fat-client  devices  are  learning  the  same  thing. 

SPOTTY  COVERAGE 

Just  like  cell  phones,  there  are  dead  spots  where  devices  can't  connect.  Further¬ 
more,  connections  can  be  dropped  without  warning.  No  one  is  going  to  risk  a  pur¬ 
chase  or  stock  trade  when  there  is  no  guarantee  it  will  go  through. 

INSUFFICIENT  SECURITY 

A  hacker  can  decrypt  most  wireless  data  transmissions  in  a  New  York  minute  using 
software  readily  available  on  the  Internet.  Forthis  reason,  Pentagon  CIO  John  P.  Sten- 
bit  recently  banned  the  use  of  some  wireless  devices  in  military  buildings.  -B.W. 


Continued  from  Page  56 
Furthermore,  there  was  no  easy  way  of 
tracking  inventory  or  sudden  price  spikes, 
which  are  common  in  an  industry  where  the 
weather  plays  a  large  role  in  determining 
both  quantity  and  quality  of  the  grapes. 

If  sales  reps  had  improved  access  to  inven¬ 
tory  and  price  data,  as  well  as  each  cus¬ 
tomer’s  order  history,  they  would  be  more 
productive,  Burrows  believed.  Based  in  San 
Francisco  and  responsible  for  Southern’s 
Web  presence  (though  not  corporate  IT),  he 
thought  that  wireless  devices  with  access  to 
the  corporate  systems  could  do  the  job. 

The  reps  thought  so  too.  Most  reported 
wasting  several  hours  a  day  researching  vin¬ 
tages,  checking  voice  mail  for  order  status, 
and  calling  the  main  office  for  inventory  and 
price  updates.  They  all  thought  that  wire¬ 
less  devices  would  help  them  close  deals  and 
improve  customer  service. 

Meanwhile,  consultants  told  Burrows 
that  making  the  data  from  Southern’s  main¬ 
frame-intensive  back-end  systems  (which 
have  been  highly  customized  over  the  years 
and  update  information  in  batches)  avail¬ 
able  to  devices  in  real-time  would  cost  many 
millions  of  dollars.  But  sales  reps  didn’t  need 
real-time  info.  Most  gathered  what  they 
needed — such  as  price  changes  and  order 
status — in  the  morning  and  spent  the  rest  of 
the  day  selling.  Converting  the  back-end  sys¬ 
tems  to  allow  real-time  inventory  updates 
wasn’t  worth  it.  “We’re  not  an  emergency 
room,”  says  Burrows. 

Instead,  Southern  spent  $1.5  million  to 
extend  the  batched  data  from  the  back-end 
systems  to  wireless  devices  and  about  $1 
million  for  devices  for  half  of  the  company’s 
2,000  sales  employees.  It  will  spend  another 


$1  million  as  it  extends  wireless  devices  to 
the  rest  during  the  next  six  months.  An  ini¬ 
tial  pilot  with  20  Northern  California  sales 
reps  and  a  second  trial  with  50  people  in 
Southern  California  helped  Burrows  design 
the  access  application.  Now,  sales  reps 
spend  five  minutes  downloading  updated 
inventory,  pricing  and  customer  informa¬ 
tion  to  Windows  Wintel  or  Windows  CE 
compatible  devices  through  either  a  wire¬ 
less  or  dial-up  Internet  connection.  Reps  can 
also  enter  sales  and  customer  information 
through  the  devices,  again  either  through  a 
wireless  connection  or  dial-up. 

The  benefits  are  twofold.  If,  for  example, 
a  restaurant  manager  wants  a  brand  of  Mer- 
lot  and  Southern  is  out  of  it,  the  rep  can  say 
so  and  recommend  a  similar  wine  on  the 
spot.  Also,  thanks  to  the  customer  profile 
he  just  downloaded,  the  rep  can  remind  the 


manager  that  he  normally  carries  Tanqueray 
gin,  thereby  picking  up  an  order  that  he 
might  otherwise  miss.  Second,  placing  orders 
through  the  device’s  Web-based  interface  is 
more  reliable  than  the  old  automated 
number-code  system.  With  the  old  method, 
reps  would  find  a  pay  phone  and  punch  in 
the  item  number.  Then  they’d  get  a  notice 
confirming  that  the  order  had  been  placed, 
not  what  the  order  was  for.  “If  you  wanted 
Beringer  Chardonnay  you  might  enter 
12345,”  says  Burrows.  “But  if  you  enter 
12346  by  mistake,  you  could  get  Mondavi.” 

The  mistake  wouldn’t  be  noticed  until  a 
truck  delivered  the  order.  Last  year  Southern 
saved  $150,000  in  California  alone  by  elim¬ 
inating  shipping  mistakes. 

The  biggest  return,  however,  is  in 
increased  sales.  Burrows  admits  that 
attributing  a  percentage  of  increased  sales 
to  the  wireless  project  is  tricky — who’s  to 
say  it  isn’t  because  you  got  lucky  or  worked 
harder?  he  notes.  But  by  tracking  order  his¬ 
tory  and  conducting  interviews  with  cus¬ 
tomers,  as  well  as  considering  overwhelming  g 
anecdotal  evidence,  Burrows  credits  a  1  per-  1 

O 

cent  to  2  percent  increase  in  sales  in  Cali-  | 
fornia — about  $10  million  (a  figure  he  calls  2 

CD 

conservative) — to  the  wireless  project.  g 


“REALISTICALLY,  YOU  SHOULDN’T  TRADE 
YOUR  401(K)  AS  YOU’RE  WALKING 
THROUGH  THE  AIRPORT.” 

-CITISTREET  CIO  BARRY  STRASNICK,  EXPLAINING  WHY  HIS  COMPANY  ABANDONED 
A  WIRELESS  PROJECT  TO  EXTEND  WEBSITE  CAPABILITIES  TO  HANDHELD  DEVICES 
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Stuck  in  Nashville 
with  the  Memphis 
Blues  Again 

IRMINGHAM-NASHVILLE  EX- 
PRESS  (BNE)  is  a  midsize 
I  transportation  company  with  a 
fleet  of  80  trucks,  65  of  which 
are  big  rigs  that  make  deliveries  throughout 
the  eastern  United  States.  Rick  Osgood,  CFO 
of  the  Nashville,  Tenn.-based  company,  says 
that  he  thought  he  would  have  to  put  in  a 
wireless  system  when  his  customers  started 
demanding  to  know  where  their  freight  was 
in  real-time.  In  fact,  the  customers  never  did, 
but  when  BNE  had  to  replace  its  fleet  man¬ 
agement  system  for  Y2K,  it  bought  a  system 
that  was  wireless  compatible. 


At  first  BNE  used  its  old  tracking  and 
management  method  with  the  new  system. 
Every  day,  drivers  would  phone  in  their  loca¬ 
tion  between  8  and  9  in  the  morning,  and 
again  between  4  and  5  in  the  afternoon. 
“Unless  we  had  a  problem,  we  didn’t  hear 
from  them  at  any  other  time,”  says  Osgood. 
If,  for  example,  a  driver  was  on  his  way  to 
Chicago  and  “we  heard  he  was  in  Bowling 
Green  in  the  morning,  we’d  figure  he’d  make 
it  by  mid  afternoon.”  They  did — mostly.  But 
Osgood  recalls  lots  of  times 
when  he’d  tell  a  customer  a 
delivery  was  on  its  way  and 
he  really  didn’t  know.  “It’s  dis¬ 
concerting,”  he  says.  “You 
have  to  hope  you’re  right.” 

Two  things  would  happen 


BIRMINGHAM 

NASHVILLE 

EXPRESS 

ANNUAL  REVENUE: 
$10  MILLION 


Project: 

Fleet  tracking 

Cost  of  project: 

$150,000  plus 
maintenance 

ROI:  $175,000 


when  drivers  checked  in:  1.  they  would  lose 
drive  time;  2.  they  would  either  have  short 
conversations  or  leave  messages  with  over¬ 
whelmed  fleet  managers  who  rarely  cap¬ 
tured  everything. 

Between  December  1999  and  March  2000, 
after  upgrading  the  management  system,  BNE 
installed  a  satellite-based  fleet  tracking  system 
from  Owings  Mills,  Md. -based  Aether  Sys¬ 
tems  for  an  initial  cost  of  $15,000  plus  $2,000 
per  truck.  With  training,  that  added  up  to 
$150,000.  The  system  let 
BNE  capture  real-time  loca¬ 
tion  information  about  its 
fleet,  and  saved  the  drivers 
stop  time.  Cell  phones  would 
have  also  saved  time — and 
cost  less — but  many  drivers 
still  would  have  been  forced 
to  leave  messages.  And 
always-connected  mobile  de¬ 
vices  don’t  have  the  range 
that  truckers  need. 

Osgood  reports  that  the  investment  has 
produced  an  immediate  return.  Excluding 
freight  rate  hikes,  revenue  per  truck  per  day 
has  increased  from  7  percent  to  10  percent, 
he  says.  That  adds  up  fast,  and  Osgood  says 
that  the  increased  truck  revenue  has  already 
led  to  a  115  percent  ROI,  approximately 
$175,000.  That  doesn’t  even  take  into 
account  increased  efficiency  at  the  home 
office.  BNE  no  longer  needs  staff  to  answer 
phone  calls  from  drivers  and  check  voice 
mails,  and  Osgood  says  that  those  managers 
have  been  reassigned.  The  additional  loca¬ 
tion  information  also  leads  to  better  cus¬ 
tomer  service,  allowing  Osgood  a  measure 
of  peace  of  mind  when  people  ask  him 
where  their  cargo  is.  HID 


peer  resources 

CIO's  sister  publication,  CSO,  says  wireless  is 
"robustly  insecure.”  Check  out  why  your  chief 
security  officer  may  say  the  same.  Find  a  link  to 
the  article  at  www.cio.com/printlinks. 


Birmingham-Nashville 
Express  CFO  Rick  Osgood 
reports  that  by  tracking 
the  company’s  fleet  in 
real-time,  it  has  already 
realized  a  115  percent 
ROI  in  increased 
per-truck  revenue. 


If  you  have  a  best  practice  for  wireless  projects,  con¬ 
tact  Staff  Writer  Ben  Worthen  at  bworthen@cio.com. 


Covisint  has  a  killer  app 
forthcoming,  promises 
CEO  Harold  Kutner.  But 
will  it  arrive  in  time  to 
save  the  company? 


Interview 


E-Commerce 


Can  an  old  car  guy  come  out  of  retirement  and  save  one  of 
the  icons  of  the  new  economy?  In  an  exclusive  Q&A,  Harold  Kutner 
says  that's  exactly  what  he’s  going  to  do.  by  Christopher  koch 


HAROLD  KUTNER  IS  COVISINT’S  LAST  CHANCE.  That’s  because  this  GM  insider — its  purchasing  chief  until  he  retired 
in  2001 — was  also  its  first  chance,  helping  to  form  the  auto  industry  e-commerce  exchange  with  his  bitter  rivals  at  Ford 
and  DaimlerChrysler.  Both  of  those  companies,  like  GM,  had  begun  building  their  own  public  exchanges  to  conquer 


the  industry  before  deciding  to 
throw  in  their  lot  together  with  Cov- 
isint.  Wall  Street  analysts  valued  Cov- 
isint  at  $5  billion  at  its  formation  in 
early  2000,  at  the  height  of  the  Internet 
bubble.  These  days,  however,  it’s  not 
clear  that  the  auto  industry  needs  even 
one  public  exchange,  much  less  three. 

Seething  enmity  and  mistrust 
between  vehicle  manufacturers  and 
their  suppliers  aside,  Covisint  (pro¬ 
nounced  CO-viss-int)  has  not  devel¬ 
oped  a  product  or  service  that  has 
caused  either  group  to  completely 


abandon  its  old  ways  of  doing  busi¬ 
ness.  Kutner  was  lured  out  of  a  brief 
retirement  last  June  to  find  a  winning 
path  before  the  bureaucracies  within 
the  Big  Three  automakers  and  the 
skeptical  supplier  community  write  off 
the  exchange  altogether. 

It’s  ironic  that  the  gravely  voiced, 
plain-spoken  Kutner,  who  spent  10 
years  beating  down  suppliers  on  prices 
for  tires,  steering  systems  and  the  like, 
is  now  trying  to  sell  them  on  a  new- 
economy  vision  as  Covisint’s  CEO.  But 
if  suppliers  don’t  necessarily  like  him, 


they  do  respect  him.  He  knows  their 
business  better  than  the  dotcom  types 
who  were  steering  Covisint.  He  may 
also  be  able  to  twist  some  arms  inside 
the  Big  Three,  which  have  shown  a 

Reader  ROI 

►  How  Covisint  has  survived  the 
dotcom  shakeout— so  far 

►  Why  Harold  Kutner  believes  he 
can  lead  the  exchange  to  success 

►  What  other  public  exchanges  can 
learn  from  Covisint’s  missteps 
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reluctance  to  drop  their  own  e-commerce 
ambitions.  “He  is  a  leader,  and  he  is 
respected  in  the  Big  Three,”  says  Anjan 
Chatterjee,  North  American  director  of  the 
automotive  and  assembly  practice  in  the 
Detroit  office  of  consultancy  McKinsey  & 
Co.  “So  if  you  define  his  charter  as  forging 
consensus — agreeing  to  define  what  is 
sharable  and  should  be  shared  in  the 
interests  of  the  entire  community  of  OEMs 
as  well  as  suppliers — I  think  he  will  be 
heard.” 

Whether  Kutner  can  get  suppliers  to  do 
more  than  listen  is  still  a  very  open  ques¬ 
tion.  He  claims  that  more  than  11,000 
auto  parts  makers  have  used  Covisint  in 
some  fashion,  but  they  provide  only 
10  percent  to  15  percent  of  the  exchange’s 
revenue — which  means  they  are  dabbling. 
(Car  makers  account  for  the  other  85 
percent  to  90  percent  of  revenue.)  Kutner 
will  have  to  do  without  anymore  subsidies 
from  the  Big  Three,  which  each  own 
nearly  a  third  of  the  exchange  and  have 
put  a  total  of  $200  million  into  it  so  far 
but  are  now  struggling  themselves. 

He  slashed  staff  and  expenses  and  says 
Covisint  will  be  “cash-flow  positive”  by 
the  end  of  2002.  He  knows  the  Big  Three 
are  looking  for  more  than  that,  however, 
and  he  promises  to  make  Covisint  the  elec¬ 
tronic  hub  of  the  auto  industry  for  both 
manufacturers  and  suppliers.  The  odds 
against  success  are  great,  but  Covisint  is 
Kutner’s  baby,  and  he  refuses  to  give  up. 

CIO:  How  has  the  technology  vision  of 
Covisint  changed  over  time? 

Harold  Kutner:  When  we  started,  the  vision 
was,  How  can  we  connect  with  our  supply 
base  and  go  to  market  with  a  process  that 
doesn’t  cost  more  than  the  one  we  already 
had?  I  think  that  vision  came  true,  but  the 
vision  expanded  when  we  started  thinking 
that  the  [biggest  direct  suppliers  to  the  auto 
manufacturers,  the  tier-ones,]  would  be  con¬ 
nected  to  various  tiers  of  their  [own]  supply 
base  [through  Covisint].  So  now  you  move 
from  just  a  procurement- type  process  to  an 
industry-connected-type  process. 


And  yet  we  hear  about  how  suppliers  have 
resisted  using  Covisint.  What  are  the  pri¬ 
mary  reasons  for  that? 

Well,  for  one  thing  suppliers  feel  this  is  a 
manufacturer-owned  company.  So  there  is 
a  little  bit  of  lack  of  trust,  where  they  think 
if  they  [make  purchases  through]  Covisint 
that  the  car  companies  would  find  out  the 
prices  they’re  paying — and  if  they  save  a  lot 
of  money,  car  companies  are  going  to  go 


after  them  [for  price  breaks].  Now  obvi¬ 
ously,  no  company  with  any  integrity 
would  share  pricing,  but  there  is  that  feel¬ 
ing  of  lack  of  trust  out  there. 

The  second  thing  is  that  OEMs  have 
run  thousands  of  auctions  with  the  suppli¬ 
ers.  Some  suppliers  have  won  business 
through  them,  and  some  have  lost  busi¬ 
ness.  So  when  you  talk  about  Covisint, 
there  is  a  little  bit  of  a  bad  taste  because 


ADVANCED  QUALITY  PLANNING 

Auto  manufacturers  track  quality  during  product  design  and  manufacturing, 
and  ensure  adherence  to  key  performance  indicators  that  they  have  set  up  with 
suppliers.  WHY  IT  WORKS  A  bull’s-eye,  because  the  Big  Three  have  lined  up 
behind  the  software  as  their  standard,  which  will  make  the  administrative  burden 
of  quality  reporting  easier  on  suppliers. 

COLLABORATION  MANAGER  VIRTUAL  WORKSPACE 

Auto  manufacturers  and  suppliers  can  view  CAD-CAM  drawings  through 
Covisint  and  communicate  in  real-time.  WHY  IT  WORKS  The  ROI  of  sharing 
designs  in  real-time  is  limited,  but  using  Covisint’s  workspace  is  cheaperthan 
building  a  new  system. 


►  Misses 

PORTAL 

Covisint  hosts  private  e-commerce  websites  for  automakers  and  suppliers. 

WHY  IT  DOESN’T  WORK  Most  suppliers  and  automakers  prefer  to  retain 
complete  control  over  their  private  websites. 

PROCUREMENT 

Covisint  hosts  auctions;  offers  templates  for  RFPs;  hosts  a  database  of  pricing 
information;  lets  members  set  up  catalogs  for  buying  accessory  goods  like 
office  supplies  and  maintenance  equipment;  and  helps  sell  off  excess  materials 
(such  as  extra  steel)  and  unused  capital  assets  (such  as  old  factory  machinery). 
WHY  IT  DOESN’T  WORK  Nothing  special.  Other  vendors  and  exchanges,  like 
FreeMarkets  (a  popular  alternative  to  Covisint  for  car  suppliers),  offer  the  same 
functionality  without  the  baggage  of  being  owned  by  the  car  manufacturers. 

SUPPLY  CHAIN  COLLABORATION 

Car  companies  and  suppliers  can  track  forecasts,  inventories  and  deliveries 
through  the  Web.  WHY  IT  DOESN’T  WORK  Nice,  but  individual  car  companies 
have  already  made  some  suppliers  build  systems  for  this  type  of  data.  Unless 
supply  chain  collaboration  becomes  standard  across  the  industry,  the  cost  of 
integrating  with  Covisint  and  killing  legacy  systems  is  prohibitive,  especially  for 
smaller  suppliers.  -C.K. 
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people  think  of  auctions,  and  they  think  of 
the  way  the  car  companies  have  used  them 
to  drive  cost  out  of  their  materials.  And 
then  there’s  just  an  attitude  of,  We’ll  wait 
and  see.  Is  this  thing  really  going  to  be 
real?  Are  the  car  guys  really  going  to 
demand  that  we  connect  up  so  we  can  do 
business  faster  and  better? 

What’s  your  plan  for  dealing  with  each  of 
those  issues? 

We’ve  brought  people  onto  the  Covisint 
board  from  [big  suppliers  like]  Delphi, 

Intier,  Johnson  Controls,  Lear  and  Magna 
International.  We’re  spending  more  time 
with  the  CEOs  of  the  supplier  community. 
We  know  these  people,  and  we’re  opening 
doors  because  of  the  historical  relationships 
we  have.  Once  people  get  a  chance  to  really 
see  our  products,  they’re  very  interested; 
they’re  positive. 

The  other  thing  that  we’re  doing  is  trying 
to  create  industry  standard  products.  In  this 
industry,  every  car  company  has  a  different 
set  of  rules  and  regulations  for  every  busi¬ 
ness  process  that  they  do.  One  of  the  prod¬ 
ucts  that  we  successfully  made  an  industry 
standard  in  North  America  is  what  we  call 
our  Advanced  Quality  Planning  product 
[see  “Covisint’s  IT  Toolbox,”  Page  64].  Part 
of  the  feedback  that  we  got  from  the  supply 
community  is  that  if  [the  Big  Three]  can 
commonize,  they  can  take  some  cost  out  of 
all  the  business  processes  and  systems. 
We’ve  got  products  that  respond  to  the  sup¬ 
pliers’  needs  in  common  so  that  they  don’t 
have  to  have  different  systems  for  their 
reporting  to  each  car  company. 

One  road  to  standardization  would  be 
the  adoption  of  these  technologies  inside 
the  Big  Three.  Yet  there  seem  to  be  parallel 
efforts  going  on  inside  the  Big  Three 
and  Covisint  to  build  similar  technology 
platforms. 

Some  of  this  technology  was  decided  on 
before  Covisint.  For  example,  we’ve  got  a 
great  product  called  Quote  Manager.  It’s  a 
Covisint  product,  but  it  had  a  tremendous 
design  influence  from  GM.  On  the  other 


“The  car  companies 
are  putting  a  lot  of 
faith  in  the  fact  that 
Covisint  can  do  what 
it  is  intended  to  do, 
and  I  think  that’s 
a  strong  message 
to  the  supply 
community.” 

-COVISINT  CEO  HAROLD  KUTNER 


hand,  before  Covisint  started  designing  its 
own  products  in-house,  Ford  developed  its 
own  quote  manager.  Similar  to  that,  Gen¬ 
eral  Motors  has  got  the  best  supplier  com¬ 
munication  portal  in  the  world,  called  GM 
Supply  Power,  and  yet  Covisint  is  doing 
portals  and  Ford,  DaimlerChrysler  and 
others  are  using  the  Covisint  portal.  But 
certainly  if  somebody’s  got  a  product  equal 
to  ours,  we  wouldn’t  expect  them  to  use 
[our  product],  especially  if  they  developed 
theirs  years  before  Covisint  was  an  operat¬ 
ing  company. 


If  you’re  saying  that  it’s  not  necessary  for 
everybody  to  be  using  the  same  software, 
how  then  do  you  get  that  standardization 
across  the  industry? 

There  are  ways  of  having  tie-ins  to  various 
legacy  systems.  For  example,  General 
Motors  goes  into  Covisint  through  its  Sup¬ 
ply  Power  portal,  and  when  GM  connects 
up  with  its  suppliers  using  the  auction 
product  it’s  the  same  for  all  the  suppliers, 
be  it  if  they  go  through  a  Covisint  portal 
or  a  General  Motors  Supply  Power  portal. 
So  the  idea  is,  we’re  developing  software, 
and  if  someone  already  has  [similar  soft¬ 
ware],  we’re  trying  to  put  a  product  in 
there  to  connect  up  to  the  suppliers  and 
the  existing  system  at  the  car  or  truck 
company. 

I’ve  heard  that  Covisint’s  revenue  is  prima¬ 
rily  from  the  reverse  auctions,  which  is  a 
technology  that  is  fairly  easy  to  duplicate. 
What  technology  is  Covisint  going  to  offer 
that  really  differentiates  it  and  gives  sup¬ 
pliers  and  the  Big  Three  value  that  you 
can’t  get  anywhere  else? 

If  you  think  about  our  competition  that 
just  does  auctions,  the  thing  that  we  offer 
is  not  just  the  auction — we  offer  the  con¬ 
nectivity  to  their  major  customers.  That’s 
what  we’re  trying  to  drive  for. 

What  is  the  killer  app  for  Covisint,  either 
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SOLARIS  9  POWERED  BY 
VERITAS  FOUNDATION  SUITE: 

“  15x  FASTER  PERFORMANCE  ” 

“  7x  FASTER  RECOVERY  99 
“  2x  BETTER  RESOURCE  UTILIZATION  99 

“  7x  MORE  AVAILABLE  99 


An  independent  study  proves  Solaris™  9  benchmarks  15  times  faster  when  running  VERITAS 
Software  and  delivers  7  times  the  data  availability.  See  for  yourself  at  veritas.com/solaris9 
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ERP  and  CRM 


The  Triltll  About 

Enterprise  Software... 

as  Only  Your  Peers  Can  Te 

Trying  to  take  the  guesswork  out  of  implementing  an  ERP  or 
CRM  application  may  seem  like  an  impossible  task.  Between 
evaluating,  negotiating,  budgeting,  selecting,  and  executing 
the  plan,  the  "unknowns"  can  seem  daunting,  and  the  process 
never-ending. 

TURN  TO  YOUR  PEERS  — who  have  walked  this  path  before 
you— for  advice.  The  2002  ERP  and  CRM  Vendor  Scorecard 
from  Peerstone  Research  captures  the  challenges,  benefits, 
and  advice  from  the  true  experts  — 163  Enterprise  Application 
users  — real  practitioners  whose  experience  will  help  you  make 
the  right  decision  for  your  enterprise. 

For  only  $795,  the  2002  ERP  and  CRM  Vendor  Scorecard  is 

delivered  right  to  your  desktop  giving  you  immediate  access  to 
the  information  you  need.  Looking  for  peer-based  ratings  for 
enterprise  software  Systems  Integrators?  See  our  companion 
report,  the  2002  Systems  Integrator  Scorecard.  Printed 
copies,  volume  pricing  and  site  licenses  available  — see  our  web 
site  for  more  information. 


RESEARCH 


Included  Are: 

Your  peers  grade  the  big 
4  ERP/CRM  vendors'  performance  on 
features,  ROI,  software  quality,  ease  of 
integration,  and  vendor  services. 


Reviews  of  the  vendors  and 
verbatim  comments  from  your  peers  — 
both  pro  and  con— for  each. 


Find  out  what  your  peers  are 
saying  about  enterprise  applications' 
ability  to  create  value,  how  to  derive  the 
maximum  benefit  from  ERP  or  CRM,  and 
all  the  other  implementation  questions 
keeping  you  up  at  night. 
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now  or  in  the  future? 

Well,  I’ll  tell  you  this.  You’ll  see  the  prod¬ 
uct  coming,  but  I  don’t  think  I  want  to  go 
public  with  it  and  tell  everybody  else  what 
we’re  doing.  Our  portfolio  process  is  not 
stagnant. 

You  were  the  head  of  GM’s  purchasing  for 
years.  In  that  role  you  demanded  price 
cuts  from  suppliers,  and  you  had  a  reputa¬ 
tion  for  being  a  hard-nosed  guy.  Why 
should  suppliers  trust  you  in  this  new  role? 
If  you  really  talk  to  people  I  did  business 
with,  I  think  you’ll  find  out  that  people 
did  trust  me.  I  think  I  helped  a  lot  of  sup¬ 
pliers  survive.  I  think  my  reputation  was 
for  being  tough  but  fair,  and  when  I  gave 
my  word  it  was  delivered.  I  think  they  are 
going  to  do  business  with  us  because  of 
that  reputation.  [The  car  companies]  are 
putting  a  lot  of  faith  in  the  fact  that  this 
company  can  do  what  it  is  intended  to  do, 


and  I  think  that’s  a  strong  message  to  the 
supply  community. 

It's  said  that  no  one  cares  about  a  com¬ 
pany  as  deeply  as  the  founder  does.  You 
called  Ford  and  DaimlerChrysler  and  said, 
Let’s  do  this  together  instead  of  sepa¬ 
rately.  Are  you  going  to  let  this  fail? 

No.  I  addressed  every  person  in  [Covisint] 
the  first  day  and  said,  I  haven’t  had  a 
career  of  failures.  I’m  proud  of  that.  I 
have  a  very  strong  work  ethic.  I  think  I 
understand  the  vision  of  this  company, 
and  I  intend  to  win  with  this  company. 

No  matter  what  it  takes,  we’re  going  to 
win.  I  think  the  value  proposition  is  there, 
so  we  will  win. 

What  would  be  your  advice  to  other  indus¬ 
tries  starting  or  in  the  midst  of  building 
their  public  exchanges? 

We  spent  a  lot  of  time  developing  products 


from  the  voice  of  the  car  manufacturer 
and  didn't  spend  enough  time  getting  input 
from  the  suppliers.  I  think  you’ve  got  to 
understand  who  your  customer  base  is, 
and  you  need  strong  input  relative  to  what 
products  you  are  going  to  provide  them, 
and  have  a  tracking  mechanism  to  make 
sure  that  the  techies  don’t  deviate  from 
that  voice  of  the  customer.  I  think  if  you 
do  that,  you’ll  be  successful.  E0 


Can  Kutner  cut  it?  Tell  Executive  Editor 
Christopher  Koch  what  you  think.  Write  him  at 
ckoch@cio.com. 

peer  resources 

Interviewer  Christopher  Koch  has  been 
there,  done  that  with  Covisint  before.  Read 
his  article  MOTOR  CITY  SHAKEUP  for  the 

deep  background  on  the  troubled  exchange 
Go  to  www.cio.com/printlinks. 


It's  true.  We're  devoted  to  three  things:  you,  you,  and  you.  From  our  dedicated  600-member 


Customer  Relations  Organization  to  our  flexible  licensing  agreements,  we're  doing 
business  on  your  terms.  Not  ours.  It's  another  way  that  the  company  you've  always 
counted  on  for  innovative  software  is  providing  innovative  business  solutions.  To  find  out 
more,  or  to  hear  what  some  of  our  customers  have  to  say,  go  to  ca.com/innovation. 
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Strategic  Portals 


Portals  have  been  with  us  since  the  early  days 
of  Internet  applications.  Now  they’ve  come  of 
age,  and  they’re  ready  to  engage  customers  and 
business  partners. 


Reader  ROI 

►  What  portal  technology  can 
do  now 


►  How  companies  are  using 
portals  to  achieve  business 
strategy  goals  and  manage 
enterprise  applications 

►  How  engine  maker  Pratt  & 
Whitney  makes  portals  useful 
to  partners  and  customers 


WHILE  YOU  WEREN’T  LOOKING, 

portals  grew  up.  No  longer  just  a  souped-up 
webpage  with  a  stock  ticker  and  a  link  to  the 
employee  handbook,  the  portal  is  emerging  as  a  key  compo¬ 
nent  of  the  corporate  IT  infrastructure.  New  portal  software 
products  aren’t  designed,  as  early  products  were,  solely  for 
managing  and  presenting  Web  content.  The  latest  portal  prod¬ 
ucts  are  application-neutral  middleware,  and  many  portal 
vendors  supply  tools  to  help  companies  integrate  portals  with 
enterprise  applications  like  ERP,  CRM  or  e-procurement. 

As  a  result,  companies  are  deploying  portals  to  support 
strategic  business  initiatives  and  using  them  as  a  tactical 
tool  for  managing  enterprise  applications.  A  portal  helps 
jet-engine  maker  Pratt  &  Whitney  pursue  a  bigger  slice  of 
the  engine-repair  business  and  enables  Menasha,  which 
makes  packaging  and  industrial  polymers,  to  reuse  soft¬ 
ware  for  multiple  business  units.  Portals  also  help  CIOs 
get  more  use  out  of  enterprise  systems  by  hiding  their  com¬ 
plexity  from  technologically  inexperienced  end  users. 

The  importance  companies  are  placing  on  portals  is 
reflected  in  CIOs’  spending  decisions.  Although  spending 
on  e-business  projects  was  expected  to  fall  in  2002,  more 
than  a  third  of  the  874  executives  surveyed  by  Forrester 
Research  said  they  still  plan  to  buy  portal  software.  Mean¬ 
while,  Gartner  Dataquest  forecast  last  summer  that  portal 
sales  would  grow  an  average  of  24  percent  a  year  between 
2001  and  2006. 
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Pratt  &  Whitney  CIO  Peter  Longo  uses  a 
portal  to  let  jet-engine  customers  track 
wear  and  tear.  The  portal  helps  boost 
the  company's  repair  business. 


Strategic  Portals 


Portals  appeal  to  CIOs  because  they  do  a 
better  job  than  earlier  products,  including 
business  intelligence  software  and  ERP  sys¬ 
tems,  at  delivering  custom  views  of  infor¬ 
mation  and  applications  to  end  users,  says 
David  Gootzit,  an  analyst  with  Stamford, 
Conn. -based  Gartner.  Portals  are  better  at 
that  task  than  they  used  to  be. 

PORTALS  BRIDGE  LEGACY 
AND  NEW  SYSTEMS 

“It’s  hard  for  people  to  get  data  out  of  our 
legacy  [ERP]  system,”  says  Mary  Fonder, 
CIO  with  Maysteel,  a  Milwaukee-based 
maker  of  components  for  electronics  and 
electric  utilities. 

CIOs  such  as  Fonder  are  using  portals  to 
support  business  strategies  and  create  a  com¬ 
petitive  advantage  for  their  company.  By  get¬ 
ting  information  or  executing  transactions 


through  a  portal  instead  of  by  phone  or  fax, 
or  accessing  a  legacy  system,  employees  and 
customers  get  work  done  more  quickly, 
which  translates  into  added  sales,  bottom- 
line  savings  or  both. 

Maysteel’s  goal  is  to  make  its  operations 
more  efficient,  in  part  by  standardizing  the 
manufacturing  process  at  each  of  its  six 
plants  in  Wisconsin  and  Ireland.  Part  of  the 
effort  involves  scrutinizing  manufacturing 
quality,  but  getting  the  right  data  from  the 
company’s  ERP  system  was  too  hard  for 
anyone  who  wasn’t  a  power  user.  With  the 
economy  in  decline  last  year,  Fonder  knew 
she  couldn’t  afford  a  new  ERP  system,  so 
she  and  her  team  wrote  a  portal  application 
that  lets  Maysteel’s  executives  and  quality 
control  staff  access  the  ERP  data  they  need. 

It  took  Fonder  the  better  part  of  a  year  to 
convince  her  colleagues  a  portal  could  help 


the  company  use  information  more  effectively. 
She  made  the  sale  by  writing  a  demo  that 
showed  them  examples  of  the  applications 
and  data  a  portal  could  deliver.  “This  [por¬ 
tal]  was  a  fairly  inexpensive  way  to  get  infor¬ 
mation  for  people  more  quickly,”  she  says. 

PORTAL  AS  A  CUSTOMER 
CONNECTION 

While  Maysteel  has  focused  on  improving 
internal  efficiency  with  its  portal,  two  other 
companies — employee  benefits  administra¬ 
tor  Cigna  and  Pratt  &  Whitney — are  using 
portals  to  attract  new  customers. 

At  Philadelphia-based  Cigna,  Executive 
Vice  President  and  CIO  Andrea  Anania  claims 
hers  is  the  first  company  to  integrate  data 
from  multiple  health-care  and  retirement  ben¬ 
efit  plans,  and  that  providing  this  information 
through  its  portal,  MyCigna.com,  will  help 
the  company  increase  its  market  share. 

In  October,  Cigna  announced  that  its  cus¬ 
tomer  base  would  drop  between  4  percent 
and  5  percent  by  January.  Patrick  Welch,  pre¬ 
sident  of  Cigna  Healthcare,  told  investors  that 
problems  with  an  ongoing  legacy  systems 
upgrade  had  contributed  to  the  loss.  At  the 
same  time,  Cigna  said  it  had  lost  some  new 
customers  after  raising  prices  on  previously 
set  contracts.  Anania  says  the  corporate  HR 
departments  that  choose  health  insurers  and 
401(k)  plan  administrators  look  for  vendors 
that  offer  robust  employee  self-service. 

“It  takes  work  off  [HR  representatives’] 
desks  and  makes  the  benefits  package  more 
visible  to  the  employee,”  and  that,  Anania 
says,  makes  Cigna  more  attractive.  According 
to  Cigna’s  market  research,  many  workers 
would  manage  their  health  and  retirement 
benefits  more  actively  if  they  had  “adequate 
online  tools.”  By  early  September,  348,000 
of  Cigna’s  14.9  million  customers  had  signed 
up  for  the  portal  that  went  online  in  June. 

CIO  Peter  Longo  of  East  Hartford, 
Conn. -based  Pratt  &  Whitney  is  using  a 
portal  to  help  his  company  capture  more 
repair  business  from  customers  that  buy  its 
jet  engines.  A  division  of  manufacturing 
behemoth  United  Technologies,  Pratt  has  a 
corporate  portal  that,  during  the  past  two 
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Strategic  Portals 

years,  has  grown  to  support  up  to  4,000 
employees,  suppliers  and  customers  using 
more  than  100  applications.  Among  them 
is  an  application  that  helps  the  company 
reduce  by  30  percent  the  time  it  takes  to 
overhaul  an  engine.  Pratt  is  using  the 
improvement  as  a  selling  point  to  expand 
the  engine-repair  business,  a  $37.8  billion 
market  in  2002,  according  to  Denver-based 
consultancy  Strand  Associates.  (Pratt 
declines  to  share  market  data  but  says  it  has 
manufactured  41  percent  of  the  jet  engines 
currently  in  service  worldwide.) 

Bruce  Strand,  CEO  with  Strand  Associates, 
says  using  Web-based  management  tools  has 
become  common  in  the  jet-engine  industry  as 
manufacturers  try  to  win  ongoing  revenue 
from  airlines’  maintenance  and  repair  business. 

Pratt’s  Longo  notes  that  just  as  car  owners 
can  choose  to  get  a  tune-up  from  a  local 
mechanic  rather  than  the  dealer,  airlines  don’t 
have  to  return  their  engines  to  Pratt  for  regu¬ 
lar  maintenance.  Many  airlines,  he  says,  have 
their  own  overhaul  shops,  and  they  choose 
whether  to  do  the  work  in-house,  send  it  back 
to  the  manufacturer  or  use  a  third  party  based 
on  cost  and  time.  By  viewing  the  maintenance 


status  of  their  engines  through  the  portal,  air¬ 
line  customers  and  Pratt  engineers  can  make 
quicker  decisions  about  whether  to  wait  for 
one  of  an  engine’s  28,000  parts  to  be  refur¬ 
bished  or  to  install  a  new  one. 

“The  customer  is  required  to  make  these 
sorts  of  decisions  about  100  times  per 
engine,”  says  Colin  Karsten,  a  client  services 
manager  at  Pratt.  The  quicker  these  decisions 
are  made,  the  sooner  the  multimillion-dollar 
engine  is  ready  to  fly  again,  saving  the  airline 
the  cost  of  keeping  its  plane  grounded. 

If  Pratt  &  Whitney  can  get  repairs  done 
faster  than  its  competitors,  it  expects  to  get 
a  larger  share  of  the  repair  business.  And 
the  company  is  using  its  portals  to  get  there. 

That’s  not  to  say  that  portals  aren’t  still 
doing  what  they’ve  done  for  years:  connect¬ 
ing  employees  with  headquarters.  Longo 
says  Pratt  &  Whitney’s  portal  is  helping  the 
company  get  more  use  from  its  SAP  invest¬ 
ment.  One  example:  Engineers — who,  like 
lawyers,  charge  their  time  to  specific  proj¬ 
ects — used  to  have  to  be  at  the  office  to  fill 
out  their  time  sheets  in  the  company’s  SAP 
system.  But  these  engineers  do  a  lot  of  travel¬ 
ing.  Now  that  they  can  access  the  system  from 


A  PORTAL  IS  SOFTWARE  that  presents  customized  information  and  transactions  to  end  users 
through  a  Web  browser.  Think  of  it  as  a  wrapper  that  hides  the  innards  of  your  systems  from  the 
user,  or  a  template  that  lets  you,  or  users,  plug  in  the  information  or  appl  ications  you  need.  Uni  ike 
an  intranet  or  extranet,  which  only  help  companies  distribute  information  on  the  Web,  a  portal  also 
lets  users  run  applications,  such  as  checkingthe  status  of  an  order  in  a  supplier’s  ERP  system. 

Portals  attract  labels.  A  vertical  portal  addresses  one  aspect  of  a  business,  such  as  a 
human  resources  site  that  lets  employees  sign  up  for  training  classes  and  view  pay 
stubs.  A  process  portal  provides  access  to  information  and  applications  that  support 
specific  business  processes. 

An  enterprise  portal  gives  end  users  access  to  multiple  types  of  information  and 
applications  through  a  standard  interface:  e-procurement  software  and  the  accounts 
payable  system  for  company  buyers;  order  status  and  accounts  receivable  applications 
for  the  customer  service  reps;  time  and  attendance  records  for  everyone.  Save  the  stock 
ticker  for  when  the  economy  improves.  -E.  V. 
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Cigna  CIO  Andrea  Anania  adds  func¬ 
tions  such  as  instant  messaging  to  a 
customer  portal  in  an  effort  to  improve 
service  and  boost  sagging  market  share 
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outside:  the  firewall  through  the  portal,  the 
company’s  personnel  and  project  cost  records 
are  more  accurate.  While  time  sheet  score- 
keeping  is  not  a  big  business  problem,  Longo 
says,  the  application  is  popular  with  staffers. 

A  PORTAL  MAKES  A  GOOD 
APPLICATION  FACTORY 

Although  the  portal-based  applications  like 
those  at  Pratt  &  Whitney  and  Cigna  sound 
elegant,  they  didn’t  arrive  there  overnight. 
Anania  laid  the  groundwork  for  Cigna’s  por¬ 
tal  during  the  past  three  years,  as  the  com¬ 
pany  invested  in  a  shared  e-commerce 
infrastructure.  During  this  period,  each  busi¬ 
ness  unit  was  developing  its  own  Web-based 
applications  that  then  had  to  be  integrated 
into  the  portal.  In  the  future,  Anania  will  be 
able  to  use  the  portal  to  deliver  common 
applications  to  customers  of  each  business 
unit.  Up  next:  instant  messaging  between 
consumers  and  Cigna  service  representatives. 

Other  CIOs  who  have  deployed  portals 
also  report  that  the  technology  helps  them  to 
manage  applications  and  data  centrally.  The 
IS  department,  in  turn,  becomes  an  in-house 


application  service  provider. 

Neenah,  Wis. -based  Menasha  provides 
custom  portals  for  250  customers  of  its  five 
operating  companies — a  total  of  3,000  end 
users  representing  $70  million  in  sales  in 
2001.  Customers  are  able  to  place  orders  and 
view  order  status,  inventory  and  logistics 
information  from  Menasha’s  SAP  system,  as 
well  as  share  online  design  collaboration  tools. 

Though  the  data  presented  through  the 
portal  is  different  for  every  customer  of  every 
business  unit,  all  the  customers  use  the  core 
applications  to  access  what  they  need. 
Menasha  Vice  President  and  CIO  Edward 
Wojciechowski  says  that  by  delivering  shared 
applications  through  the  portals,  he  can 
deploy  them  quickly  as  they’re  needed.  For 
example,  Wojciechowski’s  team  was  able  to 
take  an  order-tracking  application  written 
originally  for  Menasha’s  customers  and  reuse 
it  for  the  company’s  internal  sales  force.  “We 
have  a  framework  [that  gives  us]  the  oppor¬ 
tunity  to  deploy  the  content  [users]  want,” 
he  adds. 

The  Maids  Home  Services  International  is 
another  company  that  uses  its  portal  as  a 
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100  Portals  for  4,000  Users 

Pratt  &  Whitney  continues  to  add  functions 
and  applications  to  its  portal  collection 


Jet-engine  maker  Pratt  &  Whitney  was  an  early  adopter  of  portal  technology.  In  three 
years,  the  company  has  built  more  than  100  applications  supporting  4,000  employ¬ 
ees,  suppliers  and  customers.  Here's  a  sample  of  Pratt’s  portal  capabilities: 

Parts  repair  tracking.  Customers  can  view  data  about  the  status  of  jet-engine  repairs 
online.  Site  has  reduced  e-mail  traffic  about  repair  questions  by  1  billion  messages  a  year. 

Time  and  attendance.  Employees  can  fill  out  time  sheets  online  from  anywhere. 

Online  warranty  claims.  Allows  customers  to  file  claims  and  check  their  status  online. 

Supplier  portal.  Access  to  long-range  purchasing  forecasts  and  delivery  schedules 
for  450  parts  suppliers. 

Wireless  diagnostics.  Application  under  development  would  allow  technicians  to 
have  remote  access  to  engine  performance  data— eventually  while  engine  is  in 
flight— to  diagnose  engine  malfunctions  and  make  repairs  more  quickly.  -E.V. 


customer  connection  center.  At  the  Omaha, 
Neb.-based  housecleaning  services  company, 
a  portal  has  been  essential  for  distributing 
corporate  documents  to  its  140  franchises. 

Though  franchise  owners  are  required  to 
have  computers  and  Internet  connectivity, 
many  weren’t  very  tech  savvy  when  Director 
of  IT  Tony  Vola  deployed  the  portal  two 
years  ago.  The  attitude  of  many  franchise 
owners,  relates  Vola,  was  “technology — 
who  needs  that  stuff?”  He  chose  a  portal  in 
part  because  it  would  be  easy  to  use. 

Distributing  documents  through  the  por¬ 
tal  ensures  the  information  franchise  owners 
have — from  operations  manuals  to  memos 
about  new  cleaning  procedures — is  up-to- 
date  and  accessible  to  everyone.  The  home 
office  saves  money  because  it  no  longer  has 
to  mail  reams  of  paper  documents.  John 
Gibbs,  a  franchise  owner  in  Austin,  Texas, 
who  was  part  of  a  group  that  pushed  for  the 
portal,  says  he  finds  the  site  useful  for  obtain¬ 
ing  marketing  and  advertising  materials  that 
he  can  easily  tailor  for  his  business.  (Gibbs 
sends  customers  a  quarterly  newsletter.) 

But  Gibbs,  a  retired  Air  Force  colonel,  says 
v  he  gets  the  most  value  from  the  portal’s  online 
forums,  where  he  can  discuss  business  prob¬ 
lems  with  other  franchise  owners.  Gibbs  and 
some  colleagues  used  to  run  an  e-mail  discus¬ 
sion  group  to  exchange  advice,  such  as  tips 
on  how  to  repair  damaged  marble.  The  mail¬ 
ings  became  difficult  to  manage,  so  Gibbs  and 
his  colleagues  pressed  headquarters  to  pro¬ 
vide  chat  rooms.  As  a  result,  corporate  pro¬ 
vides  the  administration,  such  as  updating 
e-mail  addresses  and  cataloging  discussion 
threads.  “That’s  what  we  wanted  them  to  do, 
take  care  of  the  administrative  stuff  and  let  us 
talk,”  says  Gibbs,  who  recently  turned  to  the 
online  forum  to  ask  colleagues  to  review  new 
features  on  his  franchise  website. 

THE  BEST  PORTALS  FADE 
INTO  OTHER  APPS 

That  Gibbs  finds  a  professional  networking 
channel  at  The  Maids  Home  Services  portal 
is  not  surprising.  It  meshes  with  the  long¬ 
standing  promise  of  portals:  helping  com¬ 
panies  use  the  Web  to  extend  existing 


applications  and  discover  new  ones. 

“Portals  allow  you  to  push  a  lot  of  invest¬ 
ment  in  back-end  systems  and  dumb  it  down” 
for  end  users,  says  Nate  Root,  an  analyst  with 
Cambridge,  Mass.-based  Forrester.  You  could 
not,  in  fact,  make  a  business  case  for  the  por¬ 
tal  separate  from  the  apps  that  run  with  it. 

Wojciechowski  says  Menasha  built  its  first 
portal  with  some  internal  “venture  capital”  he 
got  from  the  board  to  develop  an  e-commerce 
strategy,  but  he  always  saw  it  as  a  tool  for  tak¬ 
ing  costs  out  of  the  supply  chain.  Some  of 
those  costs — such  as  time  spent  on  the  phone 
chasing  down  order  information — have  come 
out  of  the  customer’s  operations  as  well  as 
Menasha ’s.  That’s  helping  the  company  retain 
customers  and  even  increase  revenue.  Woj¬ 
ciechowski  says  he’s  spent  about  $1.2  million 
on  the  portal  so  far,  and  he  figures  the  com¬ 
pany  has  gained  about  $1.4  million  in  new 
business — about  2  percent  of  revenue  from 
portal  users.  Overall,  the  company,  which 
logged  just  under  $1  billion  in  net  sales  in 
2001,  saw  business  decline  6  percent. 

At  Pratt  &  Whitney,  Longo  counts  the  por¬ 
tal  as  part  of  the  company’s  IT  infrastructure 
and  says  he  can’t  specify  a  return  on  the  invest¬ 
ment.  Instead,  he  talks  about  the  return  the 


company  gets  from  specific  applications  that 
run  on  the  portal,  such  as  the  hours  saved  by 
generating  online  the  bar-coded  shipping  labels 
suppliers  need  to  ship  parts  to  manufacturing 
plants.  This  and  other  supplier-related  portal 
applications  save  Pratt  650  hours  a  month  on 
receiving  and  warehousing  operations.  Mean¬ 
while,  at  The  Maids,  Vola  justified  his  portal 
project  based  on  how  much  it  would  reduce 
the  cost  of  mailing  paper  documents. 

Anania  says  she’ll  measure  the  success  of 
Cigna’s  portal  through  customer  satisfaction 
surveys  and  by  comparing  usage  of  the  portal 
with  “what  we  were  accustomed  to  seeing  rel¬ 
ative  to  hits  on  the  homepage.”  But  the  impact 
on  the  bottom  line  will  be  harder  to  measure. 
“We  expect  it  will  help  us  with  retention,”  she 
says,  but  customer  retention  is  hard  to  attrib¬ 
ute  to  any  one  factor.  “If  it’s  been  running  at  a 
steady  state  level  and  it  improves,  [I’m]  confi¬ 
dent  the  portal  contributed  to  that.”  E3E1 


Senior  Editor  Elana  Varon  covers  B2B  e-commerce. 
Reach  her  at  evaron@cio.com. 

cio.com  Check  out  our  E-BUSINESS 
RESEARCH  CENTER  at  www.cio.com/ec. 
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Mobile  solutions  from  AMD  help  to  extend  your  notebook’s  battery  life 
without  sacrificing  performance.  Just  because  you’re  out  of  the  office  doesn’t 
mean  you’ve  got  less  to  do.  That’s  why  the  mobile  AMD  Athlon™  XP  processor  includes 
exclusive  PowerNow!™  technology.  And  why  our  AMD  Alchemy™  Aml772™  wireless  chipset 
is  specially  engineered  to  use  less  CPU  power.  The  result  is  a  more  efficient  laptop  with 
desktop-like  performance.  It’s  just  one  more  way  AMD  designs  and  builds  mobile  solu¬ 
tions  with  you  in  mind.  We  always  have.  We  always  will.  To  learn  more  visit  www.amd.com 
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£  he  infrastructure  needs  behind  Weather.com’s 

1  operations  are  a  lot  like  Mother  Nature  her- 

V 

self— difficult  to  predict  and  constantly  chang¬ 
ing.  The  online  weather  forecasting  site,  which  is 
affiliated  with  The  Weather  Channel,  gets  an  average 
of  10  million  page  views  per  day,  but  when  a  major 
weather  event  is  looming,  that  number  can  surge  to 
40  million.  Owing  to  the  unpredictability  of  its  traffic 
volume  and  the  imprecise  nature  of  weather  fore¬ 
casting,  Weather.com  relies  on  123  IBM  servers  to 
accommodate  the  myriad  weather  watchers  who 
flood  the  site  in  search  of  continuously  updated 
information. 

So  how  does  Vice  President  of  Technology  Dan 
Agronow  know  his  servers  are 
going  to  be  able  to  keep  up 
with  demand  spikes  and  gen¬ 
eral  growth?  For  starters,  he 
upgrades  every  two  years. 

Rather  than  purchase  his  sys¬ 
tems,  however,  Agronow  leases 
his  equipment  as  a  way  to  facili¬ 
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tate  those  scheduled  upgrades.  “By  doing  a  lease,  you 
can  refresh  your  whole  environment,”  he  says.  “This  is 
definitely  a  benefit  because  you  can  keep  your  infra¬ 
structure  homogeneous.”  Agronow  adds  that  short¬ 
term  lease  agreements  not  only  enable  him  to 
maintain  technological  capacity  and  compatibility  but 
also  provide  a  sufficient  ROI. 

And  Agronow  is  not  alone.  Rob  Enderle,  vice  pres¬ 
ident  and  research  fellow  at  Cambridge,  Mass.- 
based  Giga  Information  Group,  says  the  IT  leasing 
market  has  grown  steadily  in  the  past  few  years. 
Businesses  are  turning  to  leasing  for  several  rea¬ 
sons,  he  says,  such  as  an  increased  difficulty  in  ob¬ 
taining  capital  for  equipment  expenditures,  flexible 
balance-sheet  reporting  and  regular 
equipment  replacement  cycles.  In  ad¬ 
dition,  the  market  is  expected  to  grow 
from  $10.7  billion  in  1999  to  $15.9  bil¬ 
lion  by  2003,  according  to  “Status  and 
Outlook  for  the  U.S.  IT  Leasing  Market¬ 
place,”  a  study  from  Arlington,  Va.- 
based  Equipment  Leasing  Association. 
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UNDERSTAND  THE  BASICS 

Making  the  decision  to  lease  or  buy  is  not 
for  the  faint  of  heart.  There  are  more  com¬ 
plicated  factors  to  consider  beyond  compar¬ 
ing  the  anticipated  return  for  leased 
equipment  with  that  of  a  purchase.  Read  on 
to  learn  some  basic  tenets. 

^  INITIAL  CAPITAL  OUTLAY  If  the  total 
cost  of  equipment  exceeds  the  available  oper¬ 
ating  budget,  leasing  may  be  one  way  to 
avoid  an  initial  capital  expenditure. 

INTEREST  RATES  Changes  in  interest 
rates  will  affect  future  payments  and  the 
total  financial  commitment  of  the  lease.  For 
instance,  if  the  lease  is  renegotiated,  the  inter¬ 


est  rate  applied  to  remaining  payments  could 
change,  affecting  not  only  the  monthly  pay¬ 
ment  but  the  total  amount  paid  out  over  the 
life  of  the  lease. 

DEPRECIATION  If  you  are  procuring 
equipment  that  depreciates  rapidly,  consider 
a  short-term  agreement,  and  exercise  the 
right  to  return  and  replace  the  equipment  at 
the  end  of  the  lease  term. 

»TAX  LIABILITY  Depreciation  can  be 
used  to  offset  income  for  tax  purposes.  That 
can  be  beneficial  with  equipment  that  depre¬ 
ciates  so  quickly  that  the  dollar  value  of 
depreciation  can  be  applied  against  earnings 


to  limit  tax  liability. 

^  FAIR  MARKET  VALl JE  Monitor  the  fail- 
market  value,  or  current  resale  value,  of  the 
equipment  when  deciding  whether  to  return 
or  purchase  it  at  the  end  of  the  lease  term. 
For  instance,  it  may  make  sense  to  purchase 
equipment  that  maintains  a  high  percentage 
of  its  original  value. 

LENGTH  OF  LEASE  Set  up  lease-term 
lengths  that  don’t  extend  too  far  into  the  use¬ 
ful  life  of  the  equipment.  For  example,  you 
wouldn’t  want  to  lease  1,000  PCs  for  three 
years  if  they’re  likely  to  depreciate  signifi¬ 
cantly  in  two  years. 
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THE  RESTRICTIVE  SIDE 
OF  LEASING 

While  leasing  provides  flexibility  in  regular 
upgrades  and  balance-sheet  reporting,  it  can 
be  restrictive  in  other  aspects.  “You  are 
locked  into  a  cycle,”  Giga’s  Enderle  says.  “If 
you  want  to  keep  the  equipment  longer,  it’s 
more  difficult  to  do  so.”  Likewise,  ending  a 
lease  before  its  term  is  up  can  result  in  addi¬ 
tional  costs  from  early  termination  penalties. 

Obviously,  leasing  will  help  you  avoid  a 
large  capital  outlay  required  for  a  purchase, 
but  the  cumulative  expense  over  the  lease  life 
cycle  may  be  higher.  “You  are  paying  a  pre¬ 
mium  to  borrow  money,”  Enderle  says.  For 
example,  if  you  made  a  $5,000  down  pay¬ 
ment  on  a  two-year  lease  for  $50,000  worth 
of  equipment  with  an  8  percent  interest  rate, 
you’d  get  a  monthly  rate  of  $878.  To  pur¬ 
chase  that  equipment  with  a  capital  loan,  the 
monthly  loan  payment  at  the  same  interest 
rate  would  be  $2,035.  However,  the  net  cost 
for  the  loan  is  $22,677,  whereas  the  net  cost 
for  the  lease  is  $26,997.  (The  lease  is  higher 
because  it  includes  additional  charges  asso¬ 
ciated  with  purchasing  the  equipment  at  the 
end  of  the  lease  term.)  In  this  example,  an 
organization  concerned  with  making  the 
lowest  possible  monthly  payments  would 
likely  opt  for  a  lease  even  though  the  total 
payout  is  higher. 

Asset  management  is  another  challenge. 
Because  leased  equipment  must  be  returned 
in  its  original  condition,  keeping  track  of 
leased  equipment  and  system  upgrades  in 
the  interim  is  critical.  “If  you  don’t  do  a 
good  job  of  inventory  management,  you 
might  find  yourself  scrambling,”  Agronow 
says.  If  you’ve  added  memory  to  the  leased 
hardware,  for  example,  you’ll  have  to  accu¬ 
rately  record  that  information  so  that  you 
don’t  inadvertently  return  the  additional 
equipment  to  the  leasing  organization. 

In  addition,  Agronow  recommends  scal¬ 


ing  the  lease  term  to  match  the  anticipated 
return  from  the  equipment  investment  as 
well  as  considering  the  equipment’s  useful 
life  cycle.  “Do  you  do  18  months,  24 
months,  36  months?”  he  asks.  “Some  of  that 
is  [determined]  by  growth  rate  and  some  by 
the  technology  you’re  leasing.  How  fast  is  it 
going  to  change,  and  how  much  of  an  effect 
is  that  going  to  have  on  your  environment?” 

CIOs  considering  a  lease  should  also  ask 
the  leasing  organization  whether  it  will 
retain  ownership  of  the  lease.  “The  com¬ 
pany  may  get  sold  or  bought,  and  you  could 
end  up  with  a  nasty  group  of  folks,”  Enderle 
says.  To  that  end,  a  lessee  should  push  for  an 
escape  clause  that  facilitates  early  termina¬ 
tion  of  the  agreement  in  the  event  of  a  sale 
or  transfer  should  the  lessee  prefer  not  to  do 
business  with  a  new  lease  owner. 

LEASING  OPTIONS 
DEFINED 

While  every  lease  is  customized  to  each  trans¬ 
action’s  particulars,  the  fundamental  choice 
is  between  an  operating  lease  or  a  finance 
lease.  “An  operating  lease  is  more  desirable 
by  corporate  clients  because  it  allows  them 
to  treat  [payments]  as  an  operating  expense,” 
says  Mike  Ross,  vice  president  of  technology 
investment  at  Relational  Funding,  a  technol¬ 
ogy  lessor  based  in  Rolling  Meadows,  Ill. 
With  a  capital  or  finance  lease,  businesses 
have  to  show  payments  as  a  direct  expense 
and  account  for  depreciation  on  the  balance 
sheet,  he  says. 

OPERATING  LEASE  With  an  operating 
lease,  limitations  imposed  on  the  length  of 
the  lease  and  the  total  value  of  the  payments 
protea  the  lessee  from  overpayment,  resulting 
in  lower  monthly  payments.  Ultimately,  the 
lessee  does  not  pay  the  full  value  of  the  equip¬ 
ment.  Operating  leases  also  offer  tax  advan- 


Glossary 

Economic  life  (Useful  life):  The 

period  of  time  during  which  leased 
equipment  is  useful  and  maintains 
value. 

Fair  market  purchase  option:  An 

option  to  purchase  leased  equip¬ 
ment  at  the  end  of  the  lease  term  at 
its  prevailing  fair  market  value. 

Finance  lease:  A  finance  lease  is  a 
full-payout,  noncancelabie  agree¬ 
ment  in  which  the  lessee  is  responsi¬ 
ble  for  maintenance,  taxes  and 
insurance. 

Operating  lease:  Any  lease  that  is  not 
a  capital  lease.  This  is  generally  used 
for  a  short-term  equipment  lease. 

The  lessee  can  acquire  equipment 
for  a  fraction  of  its  useful  life.  Addi¬ 
tional  services  such  as  maintenance 
and  insurance  may  be  provided  by 
the  lessor. 

Present  value:  The  current  equiva¬ 
lent  value  of  payments  or  the  stream 
of  future  payments.  The  present 
value  will  vary  with  interest  rates 
applied  to  future  payments. 

Purchase  option:  A  provision  in 
which  a  lessee  has  the  right  to  pur¬ 
chase  the  equipment  at  the  end  of 
the  lease  for  a  specified  amount  or 
fair  market  value. 

SOURCE:  EQUIPMENT  LEASING  ASSOCIATION 

tages  because  payments  are  treated  as  off- 
balance-sheet  costs.  That  also  improves  the 
return  on  the  leased  assets  and  the  earnings 
reporting.  “An  operating  lease  gives  the  most 


The  IT  leasing  market  is  expected  to  grow  from  $10.7  billion  in  1999 to 

$15.9  billion  by 2003. 
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FIND  OUT  WITH  THE  STATE  OF  THE  CIO  SURVEY 


Get  the  definitive  data  on  CIO  salaries,  responsibilities 
and  priorities  with  THE  STATE  OF  THE  CIO  SURVEY- 
original,  in-depth  research  on  the  changing  trends  of 
the  CIO  role  and  the  challenges  CIOs  face. 

Find  out  from  your  peers  which  industries  pay  CIOs 
the  most.  How  do  IT  budgets  compare  by  industry  and 
by  company  size?  How  does  the  CIO  role  vary  between 
industries?  What  are  the  skills  needed  to  get  ahead? 
And  what  is  the  next  step  on  the  corporate  ladder? 
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Counsel  and  Intelligence  from  IT  Executives  and  the 
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These  exclusive  survey  results— 
based  on  interviews  with  500 
heads  of  IT— provide  benchmark¬ 
ing  information  by  industry 
on  salary,  size  of  IT  staff,  users 
supported,  IT  budget  and  more. 
Information  that  will  help  you 
measure  up. 

For  only  $495,  THE  STATE  OF 
THE  CIO  is  delivered  right  to  your 
desktop  giving  you  immediate 
access  to  the  information  you 
need.  And  for  your  future  refer¬ 
ence  needs,  a  packaged  version, 
shipped  within  72  hours,  can  be 
ordered  for  an  additional  $100. 
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Put  Down  That  Pen 

The  Equipment  Leasing  Association  of  Arlington,  Va., 
advises  clients  to  ask  the  following  questions  before 
putting  the  pen  to  the  dotted  line 

1.  How  do  1  plan  to  use  the  equipment, 

5.  What  are  my  responsibilities  if  the 

and  what  do  1  expect  the  equipment 

equipment  is  damaged  or  destroyed? 

life  cycle  to  be? 

6.  What  are  the  additional  obligations 

2.  Does  the  leasing  agent  understand 

related  to  the  equipment  (such  as 

the  nature  of  my  business  and  how 

taxes,  maintenance  and  insurance)? 

this  transaction  and  equipment  will 
help  my  business? 

7.  Can  the  equipment  be  upgraded  or 
can  equipment  be  added  to  the 

3.  What  will  the  total  amount  of  the 

existing  lease? 

lease  payments  add  up  to,  and  can 
any  other  costs  be  incurred  before 

the  lease  ends? 

8.  What  are  the  options  at  the  end  of 

the  lease  term? 

4.  What  happens  if  1  need  to  change 
the  lease  parameters  or  terminate 

9.  What  are  the  procedures  for  return¬ 
ing  leased  equipment? 

the  lease  early? 

10.  Are  there  any  extra  costs  expected 

at  the  end  of  the  lease? 

flexibility  with  the  balance  sheet,”  says  Ross. 
“It’s  not  treated  as  a  depreciating  hard  asset; 
it’s  treated  as  an  operating  expense.” 

The  parameters  that  define  operating 
leases  are  collectively  known  as  FASB  13 — 
lease  characteristics  defined  by  the  Finan¬ 
cial  Accounting  Standards  Board  to  ensure 
a  fair  transaction  between  lessor  and  lessee. 
For  example,  FASB  mandates  that  the 
length  of  a  lease  cannot  exceed  75  percent 
of  the  useful  life  of  the  equipment.  Also,  the 
payment  stream,  or  total  amount  of  lease 
payments,  on  a  present  value  basis  must  not 
exceed  89.9  percent  of  the  cost  of  the  equip¬ 
ment,  again  as  protection  against  overpay¬ 
ment.  Present  value  refers  to  the  total  value 
of  all  monthly  payments,  including  all  inter¬ 
est  paid  during  the  life  of  the  lease.  There¬ 
fore,  the  present  value  can  change  with 
adjustments  to  the  interest  rate  applied  to 
future  payments. 

An  operating  lease  is  often  the  best  way 
for  a  company  to  make  the  lowest  possible 
payments  for  the  leased  equipment,  which  is 
why  small  companies  or  those  operating 
under  intense  budget  constraints  may  prefer 
this  type.  Operating  leases  are  also  suitable 
for  organizations  in  technology-reliant  indus¬ 
tries  such  as  financial  services  or  telecom¬ 
munications  needing  to  upgrade  equipment 
on  a  regular  basis. 

FINANCE  LEASE  A  finance  lease  is  a  full- 
payout  or  nonequity  transaction.  In  other 
words,  the  full  value  of  the  leased  equipment 
is  paid  for  (plus  interest)  during  the  life  of 
the  lease  agreement.  Besides  the  regular  lease 
payments,  the  lessee  is  also  responsible  for 
maintenance,  tax  and  insurance  charges.  A 
finance  lease  is  similar  to  an  automobile 
lease,  where  the  lessee  pays  a  certain  per¬ 
centage  of  the  vehicle’s  value  during  the 
course  of  the  lease,  then  the  remainder  (plus 
interest)  at  lease  expiration. 

cio.com  Intimidated  by  IT  leasing 

terminology?  We  can  help.  See  our  com¬ 
plete  GLOSSARY  OF  LEASING  TERMS  at 

www.cio.com/printlinks. 


Finance  leases  are  preferable  for  businesses 
looking  to  achieve  the  tax  advantages  of 
equipment  ownership  without  the  capital 
cost  of  purchase.  Companies  can  use  the  cost 
of  equipment  depreciation  to  offset  income 
at  tax  time.  “If  you  structure  the  lease  to  get 
the  tax  benefits  that  limit  the  amount  of  cor¬ 
porate  income  tax  you’re  going  to  pay,  it  can 
more  than  offset  the  total  amount  of  the 
lease  payments,”  Ross  says.  Look  at  the 
depreciation  expense  for  the  equipment,  and 
determine  the  extent  to  which  that  value  can 
offset  the  tax  liability  associated  with  earn¬ 
ings.  A  finance  lease  is  also  suitable  for  a 
company  short  on  operating  budget  money 
but  with  room  in  the  capital  budget. 

Finance  leases  are  often  long  term,  cover¬ 
ing  most  of  the  useful  life  of  the  equipment. 
A  finance  lease  may  also  be  called  a  capital 
lease,  especially  when  it  is  accounted  for  as 
a  purchase  by  the  lessee  and  as  a  sale  or 
financing  agreement  by  the  lessor. 


The  option  to  return  or  purchase  the 
equipment  exists  at  the  end  of  either  lease 
type.  With  a  finance  lease,  the  lessee  pur¬ 
chases  the  equipment  at  a  predetermined 
amount  agreed  upon  by  the  lessee  and  lessor, 
as  opposed  to  the  flexible  fair  market  value 
often  written  into  an  operating  lease. 

Financing  your  IT  equipment  procure¬ 
ment  is  a  two-stage  decision.  First,  you 
must  carefully  evaluate  your  technology 
needs  and  financial  situation  to  determine 
whether  to  lease  or  buy.  If  you  decide  on 
the  former,  you  still  have  to  decide  which 
type  is  best  for  your  situation.  Consider 
carefully,  weigh  all  the  options  and  be  pre¬ 
pared  to  do  so  for  every  technology  acqui¬ 
sition.  The  parameters  for  each  acquisition 
are  unique,  so  what  works  in  one  instance 
might  not  work  next  time.  EH 


Features  Editor  Late  Low  can  be  reached  at 
iiow@cio.com. 
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4th  AM  GOAL. 

LAST  SHOT  BEFORE  THE  BUZZER. 

IT  ALL  COMES  DOWN  TO  THE  WINNING  PLAY. 


GET  THE  FREE  PLAYBOOK  FOR  E-BUSINESS.  ONLY  FROM  IBM. 
Welcome  to  the  big  leagues-in  the  game  of 
e-business.  There’s  more  money  on  the  line  in 
this  game  than  in  any  other.  So  who’s  going 
to  sit  this  one  out?  Not  you,  if  you  want  to 
increase  margins,  improve  customer  service 
and  squeeze  every  last  cent  out  of  operations. 
Not  you,  if  you  want  to  build  up  relationships 
between  customers  and 
employees,  vendors  and 


suppliers.  Not  you,  if  you  want  to  integrate 
department  with  department,  company  with 
company,  subsidiary  with  subsidiary.  Of  course, 
you’ll  need  to  start  with  a  game  plan.  Like  the 
Strategy  Play.  The  Solutions  Play.  The  Integration 
Play.  And  the  somebody-threw-me-a-curve- 
what-do-l-do-next  play.  Register  now  for  the  free 
Official  Playbook  for  e-business.  It  puts  the 
CEO,  CIO,  CFO  and  everyone 
else  on  the  same  page. 


MAKE  THE  CALL.  GET  THE  BOOK. 


1  800  426-7080  (Ask  for  win)  ibm.com/e-business/playbook10 


@  business  is  the  game.  Play  to  win: 


IBM.  the  e-business  logo  and  e-business  is  the  game.  Play  to  win  are  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  ©  2002  IBM  Corporation.  All  rights  reserved.  Limit 
one  book  per  respondent.  Respondents  will  be  required  to  complete  a  registration  form  in  order  to  participate  in  this  offer.  Offer  ends  12/31/2002.  Offer  available  only  in  the  U  S.  and  Canada.  Please  allow  2-3  weeks  for  delivery. 


Book  Excerpt  |  Geeks  &  Geezers 


Four  qualities,  when 
mixed  together  in 
proper  proportion, 
produce  great  leaders 


WARREN  G.  BENNIS 
ROBERT  J.  THOMAS 


We  talk  about  crucibles  and  the  critical  role  they  play 

in  shaping  leaders.  All  our  leaders,  our  youngest  and  our  oldest,  the  geeks  and 
the  geezers,  brought  to  their  crucibles — or  major  challenges — four  essential 
skills  or  competencies.  These  are  the  attributes  that  allow  leaders  to  grow  from 
their  challenges,  instead  of  being  destroyed  by  them.  In  every  case,  the  quality 
most  responsible  for  their  successful  navigation  of  these  formative  experiences  was  their  adaptive 
capacity — an  almost  magical  ability  to  transcend  adversity,  with  all  its  attendant  stresses,  and  to 
emerge  stronger  than  before.  Every  one  of  our  leaders  had  three  other  essential  qualities  as  well:  the 
ability  to  engage  others  in  shared  meaning,  a  distinctive  and  compelling  voice,  and  a  sense  of  integrity 
(including  a  strong  set  of  values). 

The  terrorist  attacks  on  the  United  States  in  2001  seemed  to  call  forth  just  that  sort  of  greatness. 
Snatched  out  of  harm’s  way  immediately  after  the  assaults  on  the  World  Trade  Center  and  the  Pen¬ 
tagon,  President  George  W.  Bush  did  not  get  off  to  a  distinguished  start.  “Where  is  the  president?” 
people  wondered,  and  understandably  so.  But  in  a  matter  of  days  a  president  with  an  uncertain  man¬ 
date  and  a  less-than-memorable  oratorical  style  had  found  his  voice.  On  Sept.  20,  Bush  gave  a  half- 

Continued  on  Page  88 
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Warren  G.  Bennis 
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Reprinted  with  permission 
of  Harvard  Business  School  Press. 
Excerpted  from 

Geeks  &  Geezers:  How  Era, 
Values,  and  Defining  Moments 
Shape  Leaders 

by  Warren  G.  Bennis  and 
Robert  J.  Thomas. 
Copyright  2002 
by  Warren  G.  Bennis  and 
Robert  J.  Thomas. 
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Enterprise  Value  Retreat  & 

Awards  Ceremony 2003 


JANUARY  26-28, 2003,  MARRIOTT  DESERT  SPRINGS, 
PALM  DESERT,  CALIFORNIA 


Creating  IT  Value 

I  n  today’s  tough  economy,  everyone 
from  the  CIO  to  the  chairman  of  the 
board  demands  full  value  from  their 
investments  in  IT.  But  how  do  you 
agree  on  a  definition  of  value?  How  do 
you  communicate  it  throughout  the 
organization?  And  how  do  you  make 
sure  you  deliver  on  it?  We  bring  CIOs 
and  senior  IT  and  business  executives 
together  to  get  real-world  answers. 


You’ll  have  the  opportunity  to: 

■  Meet— and  learn  from— this 
year’s  award  winners 

■  Roll  up  your  sleeves  with  an 
all-new  business/IT  case  study 

■  Explore  new  ideas  from 
thought-provoking  speakers 

■  Network  with  your  peers  at 
the  CIO  Golf  Tournament  and 
Super  Bowl  XXXVII  Party 


For  up-to-the-minute 
agenda  updates  and  to 
register  for  this  event,  visit 
www.cio.com/conferences 
or  call  800  355-0246. 
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CIO  Magazine's  11th  Annual 

Enterprise  Value  Retreat  & 

JANUARY  26-28,  2003,  MARRIOTT  DESERT  SPRINGS,  PALM  DESERT,  CALIFORNIA 


SUNDAY,  JANUARY  26 

8:00  AM -1:00  PM 

Golf  Tournament 

3:00  PM -7:00  PM 

Registration  &  Super  Bowl  XXXVII 
Party 

7:00  PM -9:00  PM 

Dessert  Reception  &  Golf  Awards 

MONDAY,  JANUARY  27 

7:00  AM -8:00  AM 

Networking  Breakfast 

8:00  AM -8:15  AM 

Welcome 

ABBIE  LUNDBERG 

N'  Editor  in  Chief 
CIO  Magazine 

8:15  AM -8:45  AM 

Opening  Keynote: 

The  Value  Proposition 

GREGOR  BAILAR 

CIO  Enterprise  Value  Awards  Judge, 
and  Executive  Vice  President  & 

CIO  Capita!  One 

new  business  initiative’s 
success.  Bailar  has  served  as  a  judge  for 
the  Enterprise  Value  Awards  for  the  past 
four  years.  He  was  executive  vice  president 
and  CIO  at  Nasdaq,  and  vice  president  of 
advanced  development  for  global  corpo¬ 
rate  banking  at  Citicorp  N.A.  These  experi¬ 
ences  have  given  him  broad  insights  into 
how  the  definition  of  value  has  shifted  over 
the  years,  and  if  that  shift  continues  to  be 
reflected  in  this  year’s  winners. 


8:45  AM -10:30  AM 

Case  Study:  Don’t  Just  Lead, 

Govern:  Effective  IT  Governance 
PETER  WEILL 

Retreat  Moderator  and  Director, 
Center  for  Information  Systems 
Research 

MIT  Sloan  School  of  Management 
IT  governance  is  the 
decision  rights  and 
accountability  framework 
that  can  ultimately  result  in 
maximizing  the  value  of  IT 
throughout  the  enterprise. 
Effective  IT  governance  encourages  and 
leverages  the  ingenuity  of  all  the  people  in 
the  organization  -  not  just  the  leaders  - 
while  ensuring  compliance  with  the 
organization’s  overall  vision  and  goals. 
Weill  will  guide  us  through  a  real-world 
case  study,  and  present  findings  derived 
from  a  new  study  of  265  enterprises  in  23 
countries.  Retreat  participants  will  then 
form  small  working  groups  over  lunch  to 
further  analyze  the  case,  and  will  present 
their  own  findings  and  recommendations 
to  the  whole  audience  Tuesday  morning. 

10:30  AM -11:00  AM 

Coffee  Break 

11:00  AM -11:45  AM 

Corporate  Partner  Industry  Briefings 

12:00  PM -12:45  PM 

Corporate  Partner  Industry  Briefings 

1:00  PM -3:00  PM 

Lunch  &  Case  Study 
Workgroup  Breakouts 

3:00  PM -3:30  PM 

Break 

3:30  PM -4:15  PM 

Enterprise  Value  Award  Winner 
Presentation:  U.S.  Securities  & 
Exchange  Commission  (SEC) 

The  SEC’s  goal:  automated  quick  and 
accurate  receipt,  processing  and  dissemi¬ 


nation  of  financial  disclosure  information 
filed  with  the  SEC  by  public  companies. 
SEC  executives  share  the  outcome:  their 
Electronic  Data  Gathering,  Analysis  and 
Retrieval  (EDGAR)  system. 

4:15  PM -5:00  PM 
Enterprise  Value  Award  Winner 
Presentation:  Health  Decisions 

Health  Decisions  clinical  and  IT  executives 
offer  lessons  learned  from  their  Clinical 
Trials  Management  System,  and  discuss 
its  potential  impact  on  the  process  of 
evaluating  new  drugs. 

5:00  PM -5:30  PM 

Special  Address 

5:30  PM -7:00  PM 
Networking  Reception 

Exchange  views,  best  practices  and 
challenges  with  your  peers  in  a  relaxed 
environment. 

7:00  PM -9:30  PM 

Corporate  Partner  Hospitalities 

TUESDAY,  JANUARY  28 

7:00  AM  -8:00  AM 

Breakfast  &  Informal  Discussion 
Roundtables 

Join  your  peers  and  CIO  magazine  editors 
in  informal  roundtable  discussions  on 
current  technology  and  business  issues. 

8:00  AM  -8:15  AM 

Welcome  Back 
PETER  WEILL 

8:15  AM -9:15  AM 

Workgroup  Presentations/Executive 
Reactions 

Representatives  from  yesterday’s  case 
study  workgroups  present  theirfindings 
and  recommendations  to  their  peers  and 
to  a  representative  from  the  case  study 
company. 


/Vwards  Ceremony  2003 


9:15  AM -10:15  AM 

Managing  the  IT  Portfolio 
PETER  WEILL 

Just  like  any  other  investment  portfolio, 
the  IT  portfolio  must  be  balanced  to 
achieve  alignment  with  the  business 
strategy  and  the  desired  combination  of 
short-  and  long-term  payoff.  Weill 
describes  benchmarks  of  IT  portfolios, 
uses  video  interviews  with  IT  and  business 
executives  from  UPS  to  illustrate  how 
significant  value  is  generated,  and  shows 
how  some  firms  were  able  to  achieve  up 
to  a  40%  premium  return  on  their  IT 
investments. 

10:15  AM -10:45  AM 

Coffee  Break 

10:45  AM -11:30  AM 

Enterprise  Value  Award  Winner 
Presentation: 

University  of  Illinois  Medical  Center 
at  Chicago 

IT  and  business  executives  discuss  how 
their  Gemini  System  enables  electronic 
health  records  to  replace  all  paper  dealing 
with  patient  care,  integrate  multiple 
vendor  products  into  a  single-user  inter¬ 
face,  and  provide  ubiquitous  access 
(including  Wi-Fi)  to  caregivers. 

11:30  AM -12:15  PM 

Corporate  Partner  Industry  Briefings 

12:15  PM -1:45  PM 

Networking  Lunch 

2:00  PM -2:45  PM 

Enterprise  Value  Award  Winner 

Presentation: 

Con-Way  Transportation 

Con-Way  IT  and  business  executives  share 
their  experiences  developing  and  imple¬ 
menting  their  award-winning  Linehaul 
Automation  system,  and  discuss  the 
benefit  to  them,  their  employees  and  their 
customers. 


Marriott  Desert  Springs  Resort  &  Spa 


A  lush  oasis  amid  pristine  open  desert, 
the  Marriott  Desert  Springs  Resort  & 
Spa  is  surrounded  by  lagoons  and  lakes 
at  the  foot  of  the  Santa  Rosa  Mountains. 
It  features  two  18-hole  Ted  Robinson- 
designed  championship  golf  courses, 
and  a  30,000-square-foot  European 
Health  Spa.  The  resort  has  amenities 
and  activities  for  the  entire  family  and  is 
near  many  Desert  Springs  attractions, 
including  Indian  Canyons,  Palm  Springs 
Aerial  Tramway  and  The  Living  Desert. 


2:45  PM -3:30  PM 

Enterprise  Value  Award  Winner 
Presentation: 

The  Wharton  School  of  the  University 
of  Pennsylvania 

Academic  and  IT  executives  at  The  Whar¬ 
ton  School  set  out  to  develop  an  Internet- 
based  research  data  service  for  use  by 
their  own  faculty  and  students.  They 
discuss  how  the  resulting  system  -  Whar¬ 
ton  Research  Data  Services  (WRDS)  - 
gave  them  a  whole  new  business  model. 


3:30  PM -4:15  PM 

Closing  Keynote:  Technology,  Value... 
&  Values 

JARON  LANIER 


Computer  Scientist,  Artist  &  Author 
Lanier’s  wide-ranging 
interests  and  considerable 
talents  have  earned  him 
recognition  in  seemingly 
disparate  fields,  including 
virtual  reality,  visual  arts, 
software  simulations  and  music.  Here,  we 
take  advantage  of  his  reflections  on 
technology,  society  and  humanity:  Tech¬ 
nology  has  indeed  generated  much  value 
for  business  -  but  has  it  contributed  much 
toward  our  values? 
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4:15  PM -4:30  PM 

Retreat  Summary  &  Reflection 

PETER  WEILL 

4:30  PM -5:30  PM 

Reception  with  Jaron  Lanier 

7:15  PM -9:30  PM 

Dinner  and  Enterprise  Value  Awards 
Ceremony 

Put  on  your  evening  wear  and  join  your 
peers,  CIO  staff  and  corporate  partners  as 
we  celebrate  the  winners  of  this  year's 
Enterprise  Value  Awards. 

9:30  PM -11:00  PM 

Post-Awards  Dessert  Reception  & 
Party 

Dance  the  night  away  -  or  just  mingle  with 
colleagues  old  and  new  as  we  bring  this 
year’s  Retreat  to  a  close. 
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Geeks  &  Geezers 


Continued  from  Page  84 

hour  speech  to  Congress  and  the  nation  that 

approached  greatness. 

The  fact  that  we  repeatedly  see  our  lead¬ 
ership  model  at  work  in  the  world  bolsters 
our  confidence  in  its  validity.  The  president’s 
speech  showed  all  four  essential  competen¬ 
cies  of  leadership:  the  adaptive  capacity  that 
allowed  President  Bush  to  turn  even  his 
usual  verbal  awkwardness  into  a  strength, 
a  newly  found  and  compelling  voice  that 
allowed  him  to  engage  an  entire  nation  and 
its  allies  through  shared  meaning  and  com¬ 
mon  purpose,  and  moral  conviction  gave  his 
condemnation  of  the  attacks  the  force  of 
something  more  than  political  expediency. 


glas  Daft,  Coca-Cola’s  next  CEO,  noted  that 
Ivester  ignored  an  invaluable  source  of  infor¬ 
mation  within  the  company — the  loyal  con¬ 
trarians  who  disagreed  with  him.  Ivester 
discouraged  dissent,  even  though,  as  Daft  cor¬ 
rectly  observed,  “You  need  a  network  to  pre¬ 
vent  the  danger  that  people  will  stop  telling 
you  things.”  Daft  added,  “I  don’t  just  want  to 
hear  good  news.” 

Compaq’s  former  CEO  Eckhard  Pfeiffer 
shared  many  of  Ivester’s  faults.  He  had  an 


replaced  by  seven  global  ones.  Much  of  his 
plan  hinged  on  getting  the  entire  company, 
once  notorious  for  its  reliance  on  laboriously 
vetted  one-page  memos,  wired  for  instant  elec¬ 
tronic  communication.  Fifty-four  official 
change  agents,  all  computer-sawy,  were  sent 
out  to  revolutionize  its  offices  and  plants 
throughout  the  world. 

The  result  was  Jager’s  precipitous  and  very 
public  fall.  Jager’s  was  a  classic  fumble.  He 
moved  before  he  was  able  to  get  the  rest  of 


Having  a  vision  and  being  able  to  sell 
it  is  an  essential  task  of  leadership. 


HOW  NOT  TO  LEAD 


ad  leadership  can  be  every  bit  as 
instructive  as  good.  We  have 
talked  about  the  four  competen¬ 
cies  of  leadership.  You  can  some¬ 
times  best  see  those  qualities  in  their 
absence.  Another  reason  for  discussing  bad 
leadership — failed  leadership  is  a  kinder 
term — is  that  there  is  so  much  of  it. 

Take  M.  Douglas  Ivester  of  Coca-Cola. 
Inheriting  the  chairmanship  on  the  sudden 
death  of  its  esteemed,  longtime  CEO, 
Roberto  Goizueta,  Ivester  lasted  just  28 
months.  His  grasp  of  context  was  woeful. 
Unlike  his  ethnically  sensitive  predecessor, 
Ivester  failed  to  empathize  with  minority 
employees,  so  much  so  that  he  demoted  the 
highest-ranked  African-American  even  as 
the  company  was  losing  a  $200  million 
class-action  suit  brought  by  black  employ¬ 
ees.  This  in  Atlanta,  a  city  with  a  powerful 
African-American  majority. 

This  lack  of  emotional  intelligence  was  not 
Ivester’s  only  flaw.  He  also  failed  to  grasp  the 
importance  of  his  presiding  over  the  Euro¬ 
pean  negotiations  for  Orangina  and  respond¬ 
ing  promptly  and  personally  to  the  discovery 
of  adulterated  Coke  in  France.  Worst  of  all, 
he  didn’t  have  the  ego  strength  to  acknowl¬ 
edge  his  interpersonal  weakness  and  name  a 
second  in  command  with  a  defter  touch,  as 
his  board  repeatedly  urged  him  to  do.  With¬ 
out  damning  his  predecessor  by  name,  Dou- 


A-list  of  executive  yes-men  and  a  B-list  of 
astute  observers  willing  to  speak  truth  to 
power — and  he  ignored  the  latter  right  out 
of  a  job.  Pfeiffer  refused  the  good  counsel 
of  those  on  his  staff  who  realized  Gateway 
and  Dell  were  leaving  Compaq  in  the  dust 
by  using  the  Internet  to  tailor  their  products 
to  individual  consumers  and  provide  them 
with  customer  service  in  a  keystroke.  Pfeif¬ 
fer  not  only  failed  to  notice  that  other  com¬ 
panies  were  gaining  on  his,  he  also  failed  to 
seize  the  opportunities  created  by  the  Inter¬ 
net  as  others  had  done.  He  became  isolated, 
unable  or  unwilling  to  reach  out  to  all  but  a 
handful  of  colleagues,  and  cut  off  from  cus¬ 
tomers  and  their  needs. 

CREATING  SHARED  MEANING 

nderstanding  context  is  rarely 
easy,  and  sometimes  even  talented 
leaders  are  destined  to  fail.  Procter 
&  Gamble  has  had  a  reputation 
for  retaining  CEOs  more  patiently  than  is  the 
current  norm  in  a  world  where  CEO  honey¬ 
moons  tend  to  be  painfully  short.  Former 
CEO  Durk  Jager  was  a  man  of  considerable 
vision  who  saw  the  need  to  modernize  the  tra¬ 
dition-bound  consumer-goods  giant.  Shortly 
after  he  took  over  in  1999,  Jager  announced 
a  sweeping  restructuring  that  he  called  Orga¬ 
nization  2005.  Jager  planned  nothing  less  than 
a  cultural  revolution  for  the  huge  company. 
Its  four  regional  business  units  would  be 


the  company  behind  his  innovative  plan  for 
change — before,  in  the  language  of  our 
model,  he  had  engaged  others  by  creating 
shared  meaning.  Whether  the  plan  was  a 
good  one  or  not,  Jager  never  managed  to 
communicate  the  urgency  and  superiority  of 
his  new  vision  for  the  company.  His  decision 
to  eliminate  15,000  of  the  corporation’s 
110,000  jobs  undoubtedly  contributed  to 
employee  resistance.  Employees  were  further 
alienated  when  they  discovered  that  the  com¬ 
pany  had  tapped  the  phones  of  three  staffers 
suspected  of  revealing  insider  information. 

Having  a  vision  and  being  able  to  sell  it  is 
an  essential  task  of  leadership.  Our  geezers 
have  become  adept  at  galvanizing  whatever 
organization  they  lead.  They  are  able  and 
obsessive  communicators.  Bob  Crandall,  for¬ 
mer  CEO  of  American  Airlines,  told  us:  “You 
simply  cannot  lead  if  you  cannot  tell  the  other 
guy  what  it  is  you  want  and  expect.”  And,  he 
added:  “If  you  can’t  rouse  the  crowd,  you 
cannot  lead  effectively.”  Business  visionary 
Dee  Hock,  who  founded  Visa  International, 
observed:  “When  you  induce  behavior,  that’s 
essential  to  leadership.”  Just  as  writers  must 
find  their  voice,  so  too  must  leaders  find  an 
individual  and  persuasive  voice,  an  authen¬ 
tic  version  of  themselves  that  engages  and 
recruits  others.  As  longtime  Girl  Scouts  of 
America  CEO  Frances  Hesselbein  observed, 
“You  lead  by  voice.” 

Stripped  to  its  essentials,  leadership 
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FREE  White  paper! 

Avoiding  Costs  from 
Oversizing 

Data  Center  infrastructure 

Just  mail  or  fax  this  completed 
coupon  or  contact  APC  for  your  FREE 
white  paper  -  Avoiding  Costs  from 
Oversizing  Data  Center 
Infrastructure.  Better  yet,  order  it 
today  at  the  APC  Web  site!  You  will 
also  receive  a  free  PowerStruXure™ 

CD:  "Presenting  PowerStruXure". 


Key  Code 

http://promo.apc.com  h 332y 

(888)  289-APCC  x2514*  FAX;  (401 )  788-2797 


FREE  White  paper! 


Avoiding  Costs  from  Oversizing 
Data  Center  Infrastructure 


□  YES!  Please  send  me  my  FREE  white  paper  -  and  the  FREE  PowerStruXure™  CD: 

"Presenting  PowerStruXure"! 

□  NO,  I'm  not  interested  at  this  time,  but  please  add  me  to  your  mailing  list. 


Name: 


Title: 


rsee 

bu 
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-try  out  Otwoe 
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totot'f- 

V 

Company: 

Address: 

Address  2: 

City/Town: 

State: 

Zip: 

Country: 

Phone: 

Fax: 

E-mail: 

Yes!  Send  me  more  information  via  e-mail  and  sign  me  up  for  APC  PowerNews  e-mail  newsletter.  Key  Code  h332y 


What  type  of  availability  solution  do  you  need? 

□  UPS:  0-1 6kVA  (Single-phase)  □  UPS:  10-80kVA  (3-phase  AC)  □  UPS:  80+  kVA  (3-phase  AC)  □  DC  Power 

□  Network  Enclosures  and  Racks  □  Precision  Air  Conditioning  □  Monitoring  and  Management  □  Cables/Wires 

□  Mobile  Protection  □  Surge  Protection  □  UPS  Upgrade  □  Don't  know 

Purchase  timeframe?  □  <  1  Month  □  1-3  Months  □  3-12  Months  □  1  Yr.  Plus  □  Don't  know 
You  are  (check  1):  □  Flome/Plome  Office  □  Business  (<1000  employees)  □  Large  Corp.  (>1000  employees) 

□  Gov't.,  Education,  Public  Org.  □  APC  Sellers  &  Partners 
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Department:  B 
132  FAIRGROUNDS  ROAD 
PO  BOX  278 
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Howto 
Contact  APC 

Call:  (888)  289-APCC 

use  the  extension  on  the 
reverse  side 

Fax:(401)  788-2797 

Visit:  http://promo.  apc.com 

use  the  key  code  on  the  reverse 
side 


Legendary  Reliability™ 


You  no  longer  need  to  design  your  data  center  using  an  outmoded  approach. 


From  IkW  to  5MW,  APC  PowerStruXure™ 
architecture  provides  a  patent-pending, 
systematic  approach  to  building  data  center 
infrastructure  utilizing  standardized,  pre¬ 
assembled  components. 


Lower  Costs 

PowerStruXure's 
scalable,  modular 
design  lets  you 
build  out  your 
capacity  only  as 
it's  required, 
optimizing  your 
CapEx. 


BEFORE 


Equipment  Racks 


Batteries 


UPSs 


The  simplicity  of 
design  lowers 
OpEx  and  lessens 
your  dependency 
on  expensive  service  contracts. 


Traditional  data  centers  are 

built  out  for  future  capacity 
and  require  a  large  amount 
of  floor  space  that  could  be 
otherwise  utilized. 


components  and  a  pay-as-you-grow  approach. 
Modular  system  components  are  easily 
replaceable,  decreasing  repair  times. 

Adapt  to  unexpected  contingencies 

With  PowerStruXure,  there's  no  need  to 
abandon  your  previous  investment  -  whether 

you  need  to 


AFTER 


PowerStruXure  lets  you  build 
out  capacity  only  as  it's  required. 
Save  up  to  50%  CapEx  and 
20%  OpEx *  and  reclaim  an 
average  of  20%  usable  space. 


physically  move 
your  data  center 
or  adapt  to  tech¬ 
nology  refreshes. 

Vendor-neutral 

Best  of  all, 
you  will  never 
be  boxed  in  by 
proprietary 
solutions. 
PowerStruXure 


Reclaim  space 

PowerStruXure's  rack-optimized  design  lets 
you  reclaim  an  average  20%  of  useable  space 
within  your  installation  that  was  previously 
needed  for  infrastructure  equipment. 

Speed  infrastructure  deployment 

PowerStruXure  dramatically  accelerates  your 
deployment  schedule  with  configure-to-order 


is  compatible  with  all  major  server  and 
internetworking  platforms,  including 
HP/Compaq,  Dell,  IBM,  Sun,  Cisco,  Lucent, 
and  Nortel,  guaranteed. 


V 


HP/COMPAQ* SUN  «IBM  '  With  "Fits  Like 
a  Glove"  money 
back  guarantee! 

_  See  Web  Site 

LUCENT j  below  for  details. 


GUARANTEED 

COMPATIBILITY 


DELL  •  CISCO « 


"I  enjoy  the  fact  that  I  can 
buy  only  what  I  need  now 
and  add  to  it  later  only  when 
I  need  to. " 

Michael  Touchstone 

Manager  of  Energy 
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Book  Excerpt 


Geeks  &  Geezers 


involves  just  three  things — a  leader,  follow¬ 
ers  and  a  common  goal.  Despite  the  relative 
inexperience  of  our  geeks,  many  already 
know  that  their  first  and,  in  many  ways, 
most  important  task  is  articulating  their 
vision  and  making  it  their  followers’  own. 
Embark.com  cofounder  Young  Shin  says  of 


his  colleagues:  “A  lot  of  leading  these  peo¬ 
ple. ..is  having  them  buy  into  the  vision.” 
Dan  Cunningham,  founder  and  CEO,  or 
Chief  Chokolada,  of  Dan’s  Chocolates,  uses 
the  term  revolutionizing  to  describe  the 
process  whereby  he  recruits  employees  to 
his  vision.  Teach  for  America’s  Wendy  Kopp 
believes  “the  essence  of  leadership  is  mobi¬ 
lizing  people  to  achieve  great  things.” 

Effective  leaders  don’t  just  impose  their 
vision  on  others,  they  recruit  others  to  a 
shared  vision.  Especially  in  our  digital  age — 
when  power  tends  to  coalesce  around  ideas, 
not  position — leadership  is  a  partnership, 
not  a  sinecure. 

N  VOICE  AND  CHARACTER 

eadership  is  always  about  character , 
a  formidable  and  protean  word  with 
26  definitions  in  the  American  Her¬ 
itage  Dictionary  (Fourth  Edition). 
Our  favorite  comes  from  William  James,  who 
famously  wrote,  “I  have  often  thought  that 
the  best  way  to  define  a  man’s  character 
would  be  to  seek  out  the  particular  mental 
or  moral  attitude  in  which,  when  it  came 
upon  him,  he  felt  himself  most  deeply  and 
intensely  active  and  alive.  At  such  moments, 
there  is  a  voice  inside  which  speaks  and  says, 
‘This  is  the  real  me.’” 

We  suspect  that  the  religious  practices  of 
our  leaders  are  largely  irrelevant  to  those  who 

cio.com  Share  your  own  insights  on 
leadership  or  find  out  more,  when  you  talk 
with  coauthor  Robert  J.  Thomas  via  ASK 
THE  AUTHOR.  To  find  the  page,  go  to 
www2.cio.com/ask/author. 


follow  them.  The  trust  that  Sidney  Harman’s 
factory  workers  [at  Harman  International] 
put  in  him  was  not  because  of  his  religious 
beliefs,  but  because  of  his  obvious  personal 
integrity,  the  respect  he  showed  them  and  his 
willingness  to  put  his  money  into  projects  like 
piano  lessons  that  enhanced  their  quality  of 


life.  Former  Haverford  College  President  Jack 
Coleman  is  admired,  not  because  he  is  a  mem¬ 
ber  of  the  Society  of  Friends,  but  because  of 
his  willingness  to  walk  in  other  people’s  shoes 
by  working  as  a  trash  collector. 

A  number  of  our  leaders  credited  family 
members  with  their  moral  educations.  Non¬ 
violence  activist  Lorig  Charkoudian  told  us 
that  her  grandparents  were  survivors  of  the 
Armenian  genocide.  “That  shaped  my  view 
of  the  world  and  decisions  about  what  I 
needed  to  do  in  the  world,”  she  explains. 
“There  was  a  lot  of  hatred  [in  the  world]  and 
there  was  a  lot  of  pain,  and  all  that  had  to  be 
responded  to.”  Dan  Cunningham’s  moral 
inspiration  was  the  steadfast  refusal  of  his 
physician  father  to  accept  rewards  from  drug 
companies  for  prescribing  their  products. 
Cunningham  recalls  that  his  father  always 
focused  on  what  was  best  for  his  patients.  “It 
was  clear  that  money  was  not  the  motivating 
factor  behind  his  work,”  Cunningham  says. 
The  lesson  conveyed  by  both  his  parents: 
“The  idea  is  basically  what  you  can  do  for 
others  and  the  community,  and  that’s  where 
your  first  thought  should  be,”  he  says. 

THE  INTEGRITY  TRIPOD 

he  integrity  of  leaders  is  composed 
of  three  elements:  ambition,  com¬ 
petence  and  moral  compass.  Think 
of  those  three  as  legs  of  a  tripod 
that  have  to  be  kept  in  balance.  By  ambi¬ 
tion,  we  mean  the  desire  to  achieve  some¬ 
thing,  whether  for  personal  gain  or  the  good 
of  the  community  or  both.  Competence 
includes  expertise  and  mastery  of  specific 
skills.  Moral  compass  comprises  virtues  that 
acknowledge  the  individual’s  membership  in 


the  large  human  community  as  well  as  the 
capacity  to  distinguish  between  good  and 
evil.  In  decent  leaders,  instead  of  merely  suc¬ 
cessful  ones,  all  three  elements  are  in  bal¬ 
ance,  forming  a  kind  of  tripod.  But  when 
any  single  element  dominates  the  leader’s 
behavior  and  the  tripod  becomes  too  wob¬ 
bly,  she  is  at  risk  of  lacking  integrity.  Take 
ambition.  Without  it,  there  is  no  vision  or 
engine  for  change.  Think  of  Enron’s  ethi¬ 
cally  challenged  leadership,  accompanied  by 
its  Arthur  Andersen  “auditors.”  Let’s  not 
mince  words.  Ambition,  absent  a  moral 
compass,  is  naked  destructiveness. 

If  competence  becomes  mere  virtuosity,  it 
too  can  become  monstrous.  Many  of  the 
technocrats  of  e-business  are  examples  of 
individuals  whose  leadership  is  undermined 
by  their  overreliance  on  technology  and  their 
failure  to  develop  all  the  important  skills 
unrelated  to  their  beloved  machines.  At  their 
worst,  they  become  number-crunching, 
green-eye-shaded  statistical  Vulcans. 

At  the  outset,  we  referred  to  the  Big  Four 
qualities  of  leadership:  adaptive  capacity, 
engaging  others  through  shared  meaning,  a 
distinctive  voice  and  integrity.  None  of  those 
four  is  especially  new  or  unfamiliar  to  a 
reader  versed  in  the  literature  on  leadership. 
To  a  greater  or  lesser  extent,  they’ve  been 
part  of  the  leadership  canon,  but  always 
singly.  They’ve  never  been  considered  as  a 
quartet  of  interrelated  factors  based  on  a 
theory  of  human  development.  This  is  the 
most  thrilling  discovery  we  made  as  we 
studied  our  geeks  and  geezers:  The  factors 
that  allow  an  individual  to  lead  for  a  life¬ 
time  are  indeed  identical  to  the  qualities  of 
adult  learning  discussed  in  the  previous 
chapter  on  crucibles.  Moreover,  they  are  the 
same  factors  that  make  a  person  a  healthy, 
fully  integrated  human  being.  [Editor’s  note: 
For  management  guru  Jim  Collins’s  take  on 
leadership,  see  Page  1 04.]  BEI 
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Identity  management  tools  can  help 
who  gets  access  to  what  and  when 

BY  MERIDITH  LEVINSON 

IF  YOU  WANT  TO  KNOW  how  not  to  handle 

identity  management,  rent  Steven  Spielberg’s 
Minority  Report.  It  perfectly  captures  the  prob¬ 
lems  that  can  occur  when  IT  doesn’t  take  proper 


CIOs  gain  control  of 


care  of  who  gets  access  to  what  and  when.  Tom 
Cruise  plays  a  fugitive  cop  whose  organization 
never  restricts  his  access  to  the  company’s  build¬ 
ing  and  its  gee-whiz  applications.  Had  the  organ- 
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our  clients  access  to  the 
right  knowledge  and  infor¬ 
mation  that  empowers  their 
employees  to  effectively  run  their 
business  systems.  Because  the  right 
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knowledge  is  power.  Sharing  it  is 
empowerment. 


BearingPoint 

Formerly  KPMG  Consulting 

Business  and  Systems  Aligned.  Business  Empowered. 


STRATEGY  &  BUSINESS  PROCESS  |  CUSTOMER  RELATIONSHIP  MANAGEMENT  |  SUPPLY  CHAIN  MANAGEMENT  |  ENTERPRISE  SOLUTIONS 
INTEGRATION  SERVICES  |  INFRASTRUCTURE  SOLUTIONS  |  EMERGING  TECHNOLOGIES  |  MANAGED  SERVICES 


©  Copyright  2002,  BearingPoint,  Inc.  All  rights  reserved. 


1-866-BRNGPNT  |  www.bearingpoint.com 


Emerging  Technology  [ 


ization  more  actively  managed  employee 
identities,  it  could  have  cut  his  privileges  as 
soon  as  he  got  the  boot,  thereby  thwarting 
his  efforts. 

While  we  hardly  live  in  the  high-tech 
world  of  Minority  Report,  organizations 
today  face  the  same  problem  managing 
employees’  access  that  Cruise’s  company 
did.  In  this  age  of  heightened  security  and 
sensitive  intellectual  property,  companies 
must  be  more  diligent  about  shutting 
down  employee  access  rights  across  the 
enterprise  once  that  person  leaves — and 
the  sooner  the  better.  Leave  those  accounts 
active,  and  it  opens  doors  for  hackers,  not 
to  mention  the  risk  of  having  former 
workers  access  systems  later  on  so  that 
they  can  share  confidential  information 
with  their  new  employer  or  other  inter¬ 
ested  parties.  It’s  a  scenario  that  plays  out 


all  the  time,  at  least  according  to  vendors 
in  the  space.  “It’s  a  common  problem.  It’s 
a  serious  problem.  Nobody  would  deny 
that  it’s  happening,  but  few  companies 
would  acknowledge  with  anecdotal  evi¬ 
dence  that  it’s  happening  to  them,”  says 
Jeff  Drake,  director  of  Tivoli  Security 
Strategy  and  former  executive  vice  presi¬ 
dent  and  cofounder  of  Access360,  a  sub¬ 
sidiary  of  IBM  and  provider  of  provisioning 
software  in  Irvine,  Calif. 

Two  Sides  of  the  Coin 

Think  of  identity  management  as  a  com¬ 
bination  of  two  processes.  The  first  is  pro¬ 
visioning,  where  IT  provides  employees 
and  external  partners  with  user  names  and 
passwords,  resets  passwords  when  users 


forget  them,  and  removes  user  accounts 
when  someone  leaves  the  company  or 
changes  jobs  internally.  After  the  provi¬ 
sioning  process  comes  access  manage¬ 
ment,  which  makes  sure  users  are  who 
they  claim  to  be,  and  then  determines 
access  privileges  based  on  company  poli¬ 
cies  or  an  individual’s  role  with  the  organ¬ 
ization.  Single  sign-on  applications  that 
let  users  sign  on  once  while  gaining  access 
to  multiple  systems  are  a  form  of  access 
management. 

Basic  Provisions 

Many  vendors  tend  to  straddle  both 
processes,  but  of  the  players  that  reside  in 
the  provisioning  space,  the  most  familiar 
names  are  BMC,  Novell  and  Identity 
Manager  from  IBM/Tivoli,  along  with 
new  companies  such  as  Access360  (which 


was  purchased  by  IBM  last  September), 
Courion,  Oblix  and  Waveset  Technolo¬ 
gies.  While  their  specific  techniques  vary, 
those  vendors  all  automate  and  stream¬ 
line  the  time-consuming,  costly  and  cum¬ 
bersome  manual  process  of  giving  new 
employees  identities  and  access  rights,  and 
changing  access  rights  for  employees  who 
change  roles  in  the  company. 

Jonathan  Penn,  a  research  director  for 
Cambridge,  Mass. -based  Giga  Informa¬ 
tion  Group,  says  provisioning  can  save  as 
much  as  50  percent  of  all  IT  time  spent 
on  user  account  management,  such  as 
creating  new  accounts,  changing  accounts 
and  disabling' accounts.  Add  help  desk 
costs  for  password  resets  at  $25  per  inci¬ 
dent  (by  Giga’s  estimate),  and  the  cost  of 


provisioning  and  managing  passwords 
quickly  adds  up.  (Provisioning  systems, 
meanwhile,  cost  $100,000  and  up  for 
pilot  projects  and  $1  million  or  more  for 
broad  enterprise  rollouts.) 

Management  costs  were  certainly  an 
issue  at  Burlington  Northern  Santa  Fe 
Railway  (BNSF)  in  Fort  Worth,  Texas.  The 
time  and  resources  to  provision,  deprovi¬ 
sion,  and  modify  employees’  identities  and 
access  rights  were  getting  out  of  hand,  says 
Rick  Perry,  director  of  enterprise  opera¬ 
tions  and  security.  Whenever  BNSF  hired  a 
new  employee,  the  manager  in  charge  of 
that  person  would  fill  out  a  paper  form 
specifying  which  applications  the  employee 
would  need  to  access.  The  manager  would 
then  send  the  document  to  the  user  regis¬ 
tration  group.  Oftentimes,  says  Perry,  the 
information  on  the  form  was  incomplete, 
and  FT'  would  have  to  call  the  manager  for 
clarification.  Finally,  someone  in  the  user 
registration  group  would  configure  every 
application  for  access  by  the  new  user. 
Perry  says  the  process  could  take  hours — 
or  even  days — depending  on  the  type  of 
user.  As  a  result,  the  user  registration  group 
needed  weeks  of  advance  notice  to  have 
an  identity  and  access  rights  ready  when 
an  employee  came  on  board.  If  the  group 
didn’t  get  enough  lead  time,  new  hires 
could  arrive  on  their  first  day,  only  to  dis¬ 
cover  that  they  didn’t  have  access  to  the 
systems  they  needed  to  do  their  job. 

Deprovisioning  users  was  an  even  big¬ 
ger  problem  for  BNSF,  as  it  is  for  most 
companies  that  support  a  large  seasonal 
workforce.  In  addition  to  the  time- 
consuming  account  shut  down  process, 
the  registration  group  always  ran  the  risk 
of  missing  an  account  among  all  the 
applications  that  BNSF’s  38,000  employ¬ 
ees  used.  According  to  a  Meta  Group  sur¬ 
vey,  most  companies  shut  down  access  to 
only  10  out  of  an  average  of  16  systems 
employees  have  access  to. 

To  combat  the  confusion,  during  the 
second  half  of  2001,  BNSF  began  using 
Waveset’s  provisioning  product,  Light¬ 
house.  With  a  few  mouse  clicks  on  the  cor- 


In  this  age  of  heightened  security  and 
sensitive  intellectual  property,  companies 
must  be  more  diligent  about  shutting 
down  employee  access  rights  across  the 
enterprise  once  that  person  leaves. 
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porate  intranet,  managers  can  quickly 
select  which  applications  their  new  hires 
will  be  able  to  use.  Access  requests  auto¬ 
matically  proceed  to  any  other  managers 
who  need  to  provide  further  authorization 
for  specific  applications.  Then  the  form 
arrives  at  the  user  registration  group, 
where,  with  another  click,  Lighthouse  col¬ 
lects  the  form  data  and  syncs  it  with  the 
appropriate  systems.  “Now  we  can  man¬ 
age  accounts  across  multiple  platforms 


-  Emerging 

the  market  is  moving  toward  the  goal  of 
a  complete,  single-source  identity  man¬ 
agement  platform  as  the  various  players 
expand  their  product  offerings.  (Courion, 
for  instance,  started  by  providing  soft¬ 
ware  to  automatically  reset  passwords, 
but  the  company  now  offers  a  variety  of 
more  advanced  provisioning  tools.  Like¬ 
wise,  IBM  expanded  its  identity  manage¬ 
ment  portfolio  with  its  acquisition  of 
Access360.) 


When  handled  correctly,  identity 
management  can  help  CIOs  reduce  costs, 
better  serve  their  internal  customers  and 
increase  security. 


from  a  single  workstation,”  says  Perry.  The 
whole  process  works  in  reverse,  as  well. 
“When  someone  leaves  the  company,  we 
have  a  single  place  where  we  can  make 
changes  without  having  to  go  to  each  plat¬ 
form,”  he  adds. 

Access  Management 

Once  a  company  provisions  identities  and 
users  log  in  to  systems  with  their  user 
names,  passwords,  biometrics,  tokens  or 
digital  certificates,  access  management 
applications  kick  into  gear.  Those  prod¬ 
ucts — from  companies  such  as  Entegrity 
Solutions,  Netegrity,  OpenNetwork,  RSA 
and  (once  again)  BMC,  Novell,  IBM/Tivoli 
and  Oblix — make  sure  users  are  who  they 
say  they  are  and  prevent  individuals  from 
accessing  systems  they  have  no  right  to 
use.  Like  their  provisioning  counterparts, 
those  applications  can  also  be  based  on 
corporate  policies  or  the  employee’s  role 
within  the  company. 

The  crossover  from  provisioning  to 
access  management  by  some  vendors  isn’t 
accidental.  While  many  corporations  cur¬ 
rently  look  for  best-of-breed  solutions  to 
their  provisioning  and  management  needs, 
some  analysts  and  vendors  believe  that 


That  total  platform  has  yet  to  appear, 
however,  so  Dallas-based  supply  chain 
software  vendor  i2  Technologies  chose  to 
go  the  best-of-breed  route.  The  company’s 
IT  department  cobbled  together  applica¬ 
tions  from  different  vendors,  including 
Access360,  for  provisioning  along  with 
solutions  developed  in-house  to  build  an 
identity  management  infrastructure.  The 
foundation  of  the  infrastructure  is  an 
enterprise  directory,  which  consolidates 
identity  information  from  most  of  i2’s  cor¬ 
porate  systems  into  one  place.  John  Fra¬ 
zier,  director  of  infrastructure  services,  says 
i2  layered  Oblix’s  NetPoint  on  top  of  the 
directory  to  control  access  to  webpages 
on  the  corporate  portal.  For  instance, 
using  NetPoint,  the  finance  department 
defined  rules  that  describe  which  employ¬ 
ees  can  access  a  file  share  the  department 
manages  and  is  available  via  the  corpo¬ 
rate  portal.  Those  rules  go  into  action 
when  employees  log  in  to  the  portal.  If  a 
saleswoman  signs  in,  for  instance,  she 

cio.com  Read  Chris  Lindquist's 

TECH  TACT:  NEW  TOOLS  FOR  NEW  JOBS 

every  Monday  at  www.cio.com. 
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Cool 

Product 


Palm  Pushes  On 

PALM  RECENTLY  UNVEILED  the 

latest  in  its  line  of  PDAs. 

Both  the  Tungsten  T  and  Tung¬ 
sten  W  feature  16MB  of  RAM  and  a 
new  320-by-320  pixel  color  display 
with  new  fonts  to  enhance  readabil¬ 
ity,  but  the  similarities  end  there. 

The  Tungsten  T  targets  power 
PDA  users.  It  offers  a  new  high- 
power  processor  as  well  as  the 
enhanced  PalmOS  5.0.  The  prod¬ 
uct  also  features  a  new  sliding  case 
that  closes  to  a  compact  4-by-3-by- 
6-inch  package  when  in  "data 
retrieval”  mode,  but  which  opens 
nearly  another  inch  to  reveal  text 
and  numeral  handwriting  entry 
areas. 

The  T  offers  a  redesigned  control 
pad,  which  allows  for  one-handed 
operation.  Users  can  also  hit  a  sin¬ 
gle  button  to  record  voice  memos. 

To  help  eliminate  wires,  the 
Tungsten  T  includes  built-in  Blue¬ 
tooth  wireless  support,  allowing 
the  PDA  to  connect  to  Bluetooth- 
enabled  cell  phones  and  other 
peripherals. 

The  Tungsten  W,  meanwhile,  is  a 
PDA  that  works  on  global  system 
for  mobile  communication/general 
packet  radio  service  (GSM/GPRS) 
cell  phone  networks.  It  features  a 
small  BlackBerry-like  keyboard  for 
entering  text  and  a  headset  for 
hands-free  voice  communication. 

Suggested  retail  pricing  for  the  T 
model  is  $499  and  $549  (without 
activation)  for  the  W.  For  more 
information,  visit  www.palm.com. 

-Christopher  Lindquist 
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anvware"  The  downside:  your  walk  through  the  parking  lot  was  long.  The  upside:  it  gave  you  time 
to  think  about  a  way  to  eliminate  the  high  cost  and  hassles  of  overnight  delivery. 

And  lo  and  behold,  you  found  it:  Canon  imageRUNNER™  technology.  It  lets  you  send  documents  anywhere,  in  any  form,  at  any  time, 
over  your  network  or  the  Internet.  Instantaneously.  Just  scan  a  document  into  the  imageRUNNER  and  send  it  —  to  desktops,  E-mail 
addresses,  fax  machines,  databases  and  file  servers.  All  of  which  results  in  lowered  costs  and  increased  productivity.  So,  take  pride. 
Thanks  to  Canon  know-how,  your  walk  through  the  parking  lot  is  considerably  shorter.  1 -866-25-CANON  www.imagerunner.com 


Canon  is  a  registered  trademark  and  IMAGERUNNER  and  Canon  Know  How  are  trademarks  of  Canon  Inc.  1MAGEANYWARF.  is  a  service  mark  of  Canon  U.SA,  Inc.  ©2002  Canon  U.SA,  Inc. 


Canon  KNOW  HOW  ” 


won’t  get  access  to  the  file  share  because 
her  user  name  and  password  will  match 
up  with  the  identity  information  in  the 
corporate  directory  and  with  the  access 
rights  defined  in  NetPoint.  The  benefit  of 
this  approach  is  that  i2  can  simply  define 
access  rights  by  group,  rather  than  having 

to  do  it  all  on  a  person-by-person  basis. 

*1 

Not  So  New 

If  this  notion  of  managing  users  and  their 
access  to  systems  from  a  single  place 
sounds  familiar,  it  should.  Identity  man¬ 
agement  is  “a  new  name  for  an  old  con¬ 
cept,”  says  Chris  King,  an  analyst  with 
Meta  Group  based  in  Burlingame,  Calif. 
IBM  even  had  an  access  management 
offering  in  the  1970s  called  Rack  F 
Remote  Access  Facility.  The  reason  why 
the  topic  is  getting  so  much  attention  these 
days,  according  to  vendors  and  analysts,  is 
because  it  combines  three  benefits — secu¬ 
rity,  efficiency  and  productivity.  And  right 
now,  all  three  are  in  vogue  with  IT, 
according  to  King. 

It’s  easy  to  understand  why  that’s  the 
case.  When  handled  correctly,  identity 
x  management  can  help  CIOs  reduce  costs, 
better  serve  their  internal  customers  and 
increase  security. 

“All  of  this  is  geared  toward  efficiency 
and  making  [IT]  easier  to  do  business 
with,”  says  BNSF’s  Perry. 

Automating  provisioning  and  access 
management  also  relieves  IT  workers  of 
having  to  respond  to  niggling  requests  for 
new  passwords,  and  frees  them  up  to  work 
on  more  strategic  projects,  as  was  the  case 
at  i2.  After  addressing  the  company’s  iden¬ 
tity  management  woes,  i2’s  IT  group  was 
able  to  focus  its  time  and  effort  on  high- 
priority  projects  for  the  company,  includ¬ 
ing  a  sales-force  automation  system.  Says 
i2’s  Frazier,  “At  the  end  of  the  day,  that’s 
what  our  internal  customers  want  more 
than  anything — for  us  to  give  them  tools 
that  make  their  lives  better  and  easier.”  ■ 


Senior  Writer  Meridith  Levinson  can  be  reached  at 
mtevinson@cio.com. 


UNDER  DEVELOPMENT 

Nanoarelersnae 

When  Every  Molecule  Counts 

IT  DOESN’T  TAKE  MUCH  anthrax  to  make  a  person  sick— perhaps  just  one  bad  molecule 
among  trillions  of  good  molecules.  But  a  group  of  electrical  engineers  at  Purdue  Univer¬ 
sity  hope  that  their  research  could  lead  to  ultrasensitive  sensors  capable  of  detecting  a 
single  molecule  of  a  biological  agent  or  chemical  pollutant. 

Known  as  nanoantennae,  these  tiny  sensors  would  use  the  light  reflected  off  a  sub¬ 
stance  to  determine  its  molecular  makeup.  “Molecules  irradiate  light  in  a  certain  way 
that  bears  information  about  their  structure,”  says  Vladimir  Shalaev,  a  professor  at 
Purdue's  School  of  Electrical  and  Computer  Engineering  in  West  Lafayette,  Ind.  "By 
learning  about  molecules,  we  can  get  lots  of  important  information.  We  can  diagnose 
how  much  and  what  kind  of  molecules  you  have  in  the  atmosphere,  in  water,  in  blood— 
everywhere.” 

Although  Shalaev  and  his  group  are  far  from  creating  specific  devices,  they  have  done 
mathematical  simulations  proving  that  tiny  metallic  nanoantennae  about  10  nanometers 
thick  could  look  at  individual  molecules.  They  have  already  created  the  nanoantennae 
and  have  begun  experiments.  In  the  next  one  to  three  years,  they  plan  to  further  advance 
the  technology  for  real  use. 

The  research  could  lead  to  detectors  millions  of  times  more  sensitive  than  current 
technology.  "Right  now,  devices  aren’t  that  sensitive.  There  are  no  commercial  devices 
that  can  detect  single  molecules,”  Shalaev  says,  noting  that  even  a  dog’s  nose  is  more 
sensitive  than  current  man-made  technology. 

The  nanoantennae  could  be  used  to  detect  pollution  in  its  very  early  stages,  danger¬ 
ous  chemical  or  biological  warfare  agents  in  very  small  amounts,  or  certain  proteins 
in  blood  indicating  the  early  stage  of  a  disease.  Medical  professionals  could  also  use 
the  technology-for  diagnostic  imaging  that  would  be  less  invasive  than  current  devices 
such  as  X-rays. 

-Sarah  D.  Scalet 
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AVAILABILITY,  CAPACITY  IN  THE  MIDST  OF  ENDLESS  DEMAND,  LIMITED  RESOURCES, 

AND  AN  OVERWHELMED  INFRASTRUCTURE 

PROBLEMS  NO  MORE 


See  what  industry-leading  research 
organization  Giga  Information  Group 
says  about  CompuConi  Services  at 
www.  compucom.  com  ! 
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IS  FINALLY 


Effective  storage  management  starts  with 
a  sound  strategy.  This  will  reduce  risks, 
deployment  times,  and  enable  your 
organization  to  achieve  its  business  goals. 

By  leveraging  15  years  of  IT  experience 
and  product  knowledge,  CompuCom 
helps  clients  develop  storage  and  server 
consolidation  plans  as  well  as  improve 
business  continuity  and  enterprise  storage 
management.  CompuCom  has  been  a 
leading  provider  of  HP  technologies 
since  1987.  HP  StorageWorks  provides 
some  of  the  best  storage  technology 
to  organizations  in  the  world  today. 
When  integrated  with  an  effective 
storage  strategy,  these  products  create 
a  comprehensive  management  solution. 


Before  you  make  your  storage  decision, 
call  CompuCom.  We  can  save  you  time 
and  money.  Call  us  today  at 
1-800-864-7734  or  visit 
www.compucom.com/hpstorage.html 


Copyright  2002  CompuCom  Systems,  Inc.  All  rights  reserved.  All  trademarks 
and  trade  names  mentioned  herein  are  the  property  of  their  respective  owners. 
The  information  contained  herein  is  subject  to  change  without  notice. 

'Minimum  configuration  requirements  for  hp  StorageWorks  Virtual  Arrays  must  be 
met  for  rebate  eligibility.  Please  see  the  full  Build  a  SAN,  Build  a  NAS  promotion 
Terms  and  Conditions  for  complete  rules  and  eligibility. 
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COMPANY  TO  WATCH 

Sigaba 

For  Your  Eyes  Only 

Sigaba’s  technology  can  help  keep  communications  under  wraps 

BY  JULIE  HANSON 


ELECTRONIC  COMMUNICATION  has  gone 
from  merely  a  convenient  way  to  send 
short  notes  among  business  associates  to  a 
method  of  transmitting  financial  statements, 
boardroom  decisions,  legal  documents  and 
even  extremely  personal  health-care  ma¬ 
terial.  But  with  standard  e-mail,  no  one  can 
ever  be  sure  that  those  crucial  attachments 
and  confidential  data  are  being  read  by  only 
the  intended  recipient. 

Sigaba,  however,  has  an  alternative.  Its 
products  use  “key  server”  technologies  to 
secure  messages  through  easily  down¬ 
loadable  plug-ins  for  desktop  users  and 
Web  decryption  technologies.  Use  the 
tools,  Sigaba  claims,  and  you  can  be  sure 
that  your  information  will  be  secure. 

Sigaba  was  founded  by  Robert  E.  Cook, 
now  acting  chairman  and  CEO,  who  is  a 
man  familiar  with  the  role  of  leading  a 
startup.  Cook’s  other  ventures  include  Web 
services  company  Gainskeeper;  Systems 
Center;  which  sold  to  Sterling  Software;  and 
the  supply  chain  software  company  Web- 
Methods.  The  company  takes  its  name 
from  the  Sigaba  encryption  machine  used 
by  the  United  States  during  World  War  II, 
the  only  device  of  its  kind  that  was  never 
compromised  by  an  enemy. 

Sigaba’s  products  have  the  same  goal 
in  mind.  But  while  some  highly  secure 
products  require  users  to  deal  with  multi¬ 
ple  passwords,  key  cards,  biometrics,  and 
multiple  steps  between  creation  and  deliv¬ 
ery,  Sigaba  integrates  seamlessly  into 
most  popular  e-mail  applications  such  as 
Microsoft  Outlook.  The  biggest  change 
users  may  see  is  the  addition  of  a  Send 
Securely  button.  On  the  receiving  end, 
users  who  have  already  downloaded 


Sigaba 


Headquarters  San  Mateo,  Calif. 

Parent  company  Secure  Data  in 
Motion 

Founded  June  2000 
Employees  40 
2001  revenue  NA 
Products  Secure  E-mail  and 
Statement  Delivery 
Reason  to  watch  Withe-mail— 
and  e-mail  security— becoming  ever¬ 
more  critical  (and  in  some  cases 
mandated  by  law),  products  like 
those  from  Sigaba  have  a  ready¬ 
made  market. 

Hurdles  With  a  small  staff  and  a 
large  market  to  tackle,  Sigaba  may 
struggle  with  getting  noticed  in  a 
competitive  field. 

Website  www.sigaba.com 

Sigaba’s  plug-in  decryption  technology 
merely  open  the  message  like  any  other. 
Anyone  without  the  plug-in  gets  walked 
through  authentication  via  an  HTML 
attachment. 

Sigaba’s  products  can  be  installed  in  less 
than  10  minutes,  and  administrators  can 
choose  between  systemwide  gateway  secu¬ 
rity  or  individual  desktop  protection. 
Information  never  leaves  a  machine  dur¬ 
ing  the  encryption  process,  and  from 
everyone  else’s  point  of  view,  it  looks  like 
a  regular  e-mail.  Sigaba  can  secure  infor¬ 
mation  sent  via  RIM  BlackBerry  messag¬ 
ing  devices,  and  its  Statement  Delivery 
product  can  securely  send  bank  state¬ 
ments,  lab  reports  or  brokerage  statements 
in  HTML  format. 


Affordability  is  also  key  during  a  time 
when  security  is  a  must — but  so  is  pleasing 
the  CFO.  Sigaba’s  applications  package 
lists  at  $50,000  for  100-user  installations, 
which  includes  gateway  protection  and  as 
many  plug-ins  as  you  want.  To  secure  500 
users,  the  price  jumps  to  around  $60,000. 

But  Sigaba  is  not  without  competi¬ 
tion,  says  Joyce  Graff,  vice  president  and 
research  director  of  e-mail  at  Gartner. 
Graff  estimates  that  there  are  at  least  100 
companies  in  this  market  that  have  been 
slow  to  ramp  up,  but  are  now  on  the 
move  because  of  security  and  privacy  leg¬ 
islature,  pending  Health  Insurance  Porta¬ 
bility  and  Accountability  Act  regulations 
and  a  general  desire  by  executives  to  better 
secure  electronic  communication.  “There  a 
lot  of  people  in  the  secure  messaging  space, 
and  a  lot  are  very  small  and  very  hungry,” 
says  Graff. 

But  according  to  Graff,  Sigaba  is  on 
the  right  path.  The  key  to  succeeding  in 
this  tight  market  is  to  create  a  secure  e-mail 
product  that  is  easy  to  install,  easy  to  use 
and  secure  enough  to  protect.  Graff  claims 
that  Sigaba’s  Secure  E-mail  has  been  able  to 
do  just  that. 

And  Sigaba  is  already  securing  signifi¬ 
cant  clients,  such  as  Cascade  Bank,  Citi- 
wide  Banks,  Lancaster  General  Hospital 
and  Siemens.  Jon  Zimmerman,  vice  pres¬ 
ident  of  eHealth  at  Siemens,  evaluated 
half  a  dozen  companies  before  he  decided 
Sigaba  would  be  the  company  he  recom¬ 
mends  to  his  clients.  “We  went  through  a 
significant  search  to  determine  that  Sigaba 
has  technology  that  was  adoptable  and 
useful,  and  supported  the  increasing  regu¬ 
latory  environment  of  health  care,”  says 
Zimmerman. 

Some  of  the  top  five  hospitals  in  the 
country  are  beta  testing  Sigaba,  according 
to  Zimmerman,  who  says  the  products’ 
ability  to  adapt  to  the  user’s  environment, 
cost  factor  and  ease  of  use  are  what  puts 
them  over  the  top.  ■ 


Do  you  know  of  a  company  to  watch?  Send  it  to 
clindquist@cio.com. 
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YOU  NEED  TO  GET  SMART.  FAST 


What  if  the  unthinkable— a  security  breach— happens?  What 
measures  can  you  put  in  place  to  limit  damage  and  get  your 
systems  back  online  as  quickly  as  possible?  Who  should  you 
talk  to— and  when?  Turn  to  the  CIO  FOCUS™  on  SECURITY 
INCIDENT  PLANNING:  HOW  TO  PREPARE  TO  RESPOND 
AND  RECOVER— actionable  information  created,  filtered  and 
packaged  by  the  award-winning  editors  of  CIO  magazine. 

CIO  FOCUS™  is  delivered  right  to  your  desktop,  giving  you 
immediate  access  to  the  information  you  need.  And  for  your 
future  reference  needs,  the  electronic  file  is  followed  by  a 
packaged  version,  shipped  within  72  hours. 


CIO 


TM 


STRATEGIC  GUIDES  FOR  EXECUTIVE  DECISION  MAKING 


CIO  FOCUS™ 

TOPICS  AVAILABLE: 

IT  Value:  Measurement  Tools 
and  Techniques  That  Work 

Fundamentals  of  the  CIO  Role 

Security  ASAP:  How  to  Be 
As  Safe  As  Possible 

Applied  Wireless:  Making 
Wireless  Work  in  Business 

Strategic  Planning:  How  to 
Develop  and  Align  IT  Strategy 

Fundamentals  of  Enterprise  IT 


FOR  EXECUTIVE  DECISION  SUPPORT  TOOLS,  VISIT  THE  CIO  STORE-THE  CIO’S  KNOWLEDGE  MARKETPLACE 

www.theCIOstore.com 
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Future  of  search 

Finding  the  Future 


Intranet  search  tools  must  break 
their  Internet  cousins 

BY  DICK  STENMARK 

THE  PROBLEM  OF  FINDING  relevant  infor¬ 
mation — a  problem  that  we  all  know  too 
well  from  the  Internet — is  now  reoccurring 
on  corporate  intranets.  Security  concerns 
prevent  public  search  engines  from  indexing 
sources  behind  corporate  firewalls,  so  com¬ 
panies  have  had  to  implement  their  own 
search  solutions.  That  has  created  a  new 
market,  not  just  for  public  search  services, 
but  also  for  intranet  search  products.  But 
while  search  engines  have  existed  for 
years,  they  haven’t  improved  much.  A  few 
new  features,  more  efficient  spiders  and 
improved  ranking  algorithms  exist  perhaps, 
but  on  a  conceptual  level  today’s  search 
technology  offers  nearly  the  same  function¬ 
ality  as  did  the  work  of  the  first  pioneers. 

Worse,  the  search  engine  industry  and 
the  research  community  alike  often  fail  to 
acknowledge  that  intranets  are  not  just 
downscaled  versions  of  the  Internet,  but 
are  instead  a  whole  different  environment 
in  terms  of  both  content  and  culture.  We 
use  the  same  technology  to  build  both,  but 
the  contexts  in  which  they  operate  are 
entirely  different.  Ideas  not  feasible  on  the 
Internet — because  of  size,  incentive  or 
integrity  considerations — might  make  per¬ 
fect  sense  on  an  intranet. 

Searching,  it  seems,  is  tacitly  assumed 
to  be  carried  out  by  an  anonymous  and 
unidentified  individual  in  isolation.  That 
may  be  the  case  on  the  Internet  but  not 
necessarily  so  on  a  corporate  intranet. 
Instead,  that  assumption  is  at  odds  with 
my  observations  at  Volvo  in  which  work  is 
increasingly  carried  out  not  by  isolated 
individuals  but  by  (virtual)  teams  of 
coworkers.  Even  if  the  tool  I’m  using  does 


some  ties  to 


Intranets  are  not 
just  downscaled 
versions  of  the 
Internet. 

-Dick  Stenmark 

not  find  any  relevant  information,  there 
might  still  be  other  users  with  similar  expe¬ 
riences  that  I  could  talk  to — but  most 
search  tools  wouldn’t  tell  me  about  them. 

In  a  business  environment,  for  example, 
where  users  are  colleagues  striving  toward 
a  common  goal,  sharing  your  queries  and 
results  with  your  coworkers  is  probably 
less  of  an  issue  than  it  would  be  on  the 
open  Internet.  The  search  tool  is  often  the 
only  natural  focal  point  in  a  large  intranet, 
and  by  leveraging  the  search  activities 


employees  already  engage  in,  companies 
can  benefit  greatly  without  violating  the 
privacy  of  the  individuals  or  requiring 
them  to  do  additional  work. 

Another  example  is  the  corporate  users’ 
need  to  continuously  monitor  a  particu¬ 
lar  topic  or  field.  When  the  search  engine 
crawls  the  intranet  to  detect  updates  and 
additions,  instead  of  merely  adding  those 
to  the  index  it  should  also  compare  the 
documents  to  previously  saved  search  pro¬ 
files.  Users  with  “interest  profiles”  match¬ 
ing  the  documents  could  then  be  notified 
of  the  new  material.  My  research  at  Volvo 
shows  that  such  a  feature  would  off-load 
the  employees  and  save  time.  I  have  also 
found  that  such  user  profiles  can  success¬ 
fully  be  used  to  make  employees  aware  of 
each  other,  visualize  communities  of  inter¬ 
ests,  and  indicate  new  and  emerging  areas 
of  competence  within  the  company. 

Those  are  all  capabilities  not  tradition¬ 
ally  expected  from  a  search  engine,  yet 
they  are  tightly  related  to  searching  and 
finding.  Intranet  owners  must  start  to  ask 
for  search  products  specifically  designed 
for  intranet  use  and,  more  important,  that 
fit  the  work  environment  at  their  com¬ 
pany.  If  the  differences  between  Internet 
and  intranet  were  better  understood  and 
more  deeply  exploited,  we  could  start  to 
see  more  profound  changes  to  search 
engines — changes  that  would  not  just 
extrapolate  the  current  solutions  but  break 
away  beyond  the  information  retrieval 
paradigm  in  new  and  creative  ways. 

Much  of  the  technology  needed  for  the 
necessary  enhancements  is  already  avail¬ 
able  but  not  utilized  in  today’s  search  tools. 
We,  in  dialogue  with  our  vendors,  need  to 
continue  integrating  search  with  our  other 
business  applications.  It  is  time  to  move 
beyond  rudimentary  search  implementa¬ 
tions  and  leverage  the  full  potential  of  pow¬ 
erful  search  tools — even  if  that  requires 
out-of-the-box  thinking.  K3Z3 


Dick  Stenmark  heads  Internet  and  intranet  search 
solutions  at  Volvo  Information  Technology  and 
has  been  engaged  in  Web  searching  since  1996. 
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intel.com 


Can  microscopic  innovations 
impact  an  entire  enterprise? 


Intel  engineers  work  on  a  submicroscopic  scale.  By  innovating  on  this  level,  we  keep  increasing  computer  performance  as  we  lower  costs. 


On  average,  Intel  earns  three 
technology  patents  every  day  of  the  year. 

Which  is  one  reason  why 
corporations  around  the  world  see 
tangible  business  benefits  every  day 
of  the  year.  From  PCs  to  da  center 
servers,  Inter  processors  keep  increasing 
performance  and  lowering  costs. 

All  because  Intel  has 

innovation  down  to  a  science. 


Examination  under  powerful 
microscopes  is  just  one  way  we 
achieve  Intel  quality  in  our  processors. 


Just  a  few  of  the  221  million 
transistors  on  a  single 
Intel®  ltanium®2  processor. 


2002  Intel  Corporation.  Intel  and  Itanium  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries.  All  rights  reserved. 
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Think  you  know  what  leadership  is  ?  Management  guru  Jim  Collins 
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BY  EDWARD  PREWITT 

As  one  CEO  after  another  comes  under 
attack  for  hubris,  malfeasance  or  just 
plain-old  greed,  the  once  vibrant  cult  of 
the  Great  Leader  has  fallen  into  disre¬ 
pute.  And  so  too  have  the  reputations  of 
many  management  gurus  who  not  so 
long  ago  called  charismatic  leadership  the 
sine  qua  non  of  any  enterprise  success 
story.  In  2000,  celebrity  management 
consultant  Gary  Hamel,  for  example,  cel¬ 
ebrated  the  passion  and  courage  of 
Enron’s  leaders  in  the  pages  of  this  mag¬ 
azine,  calling  theirs  “a  noble  cause.”  (See 
“Revolt  or  Perish,”  available  online  at 
www.cio.com/printlinks.) 

One  business  commentator,  however, 
has  been  distrustful  of  leaders  all  along: 
Jim  Collins.  In  his  two  best-selling  books, 
Good  to  Great :  Why  Some  Companies 
Make  the  Leap. ..and  Others  Don’t 
(HarperCollins,  2001)  and  Built  to  Last: 
Successful  Habits  of  Visionary  Compa¬ 
nies  (HarperCollins,  1994,  coauthored 
with  Jerry  Porras),  Collins  consistently 
has  downplayed  the  importance  of  lead¬ 
ership  to  organizational  success. 

Bringing  hard  research  to  bear  on 
what  has  heretofore  been  a  moral  debate, 
Collins  has  concluded  that  the  self- 
serving,  charismatic  magazine  cover  boys 
who  once  served  as  role  models  for 
ambitious  managers  in  fact  make  rather 
poor  leaders.  Good  leaders,  he  says, 
know  how  to  get  out  of  the  way  of  their 
followers. 

Although  Collins’s  focus  is  on  the 
CEO,  his  observations  about  good  lead¬ 
ers,  and  the  paths  they  take  to  the  exec¬ 
utive  suite,  hold  lessons  for  CIOs.  In  an 
interview  with  CIO,  Collins  talked  about 
the  practice  of  leadership  and  how  lead¬ 
ers  should  be  identified  and  chosen. 


The  Great  (Man)  Debate 

In  conducting  research  for  Good  to 
Great,  which  profiles  the  differences 
between  merely  good  companies  and  a 
handful  of  great  ones,  Collins  found  that 
some  CEOs  excel  in  setting  priorities  but 
are  modest  about  the  part  they  play  in 
achieving  those  goals.  He  terms  them 


Jim  Collins,  a  former  business  school 
professor  turned  self-employed  business 
researcher,  says  the  best  leaders  turn  the 
spotlight  away  from  themselves. 

v 

Level  5  leaders — the  highest  rung  in  his 
hierarchy  (see  “Which  Level  Are  You 
On?”  Page  106). 

Collins,  a  former  professor  at  Stanford 
University’s  business  school,  returned  to 
his  picturesque  hometown  of  Boulder, 
Colo.,  to  found  his  own  “management 
laboratory,”  where  he  employs  a  staff  of 
researchers  to  uncover  the  secrets  of  great 
companies.  “When  we  interviewed  all  of 
the  people  who  were  parts  of  the  man- 
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The  new  IBM  (©server  BladeCenter.™  Now  you  can  remotely  deploy  new  servers  in 
minutes  rather  than  hours  or  days.1  Inside  the  new  BladeCenter,  individual  blade  servers 
can  be  hot-swapped  in  and  out  of  a  single  chassis?  And  because  BladeCenter 
uses  Intel®  Xeon™  processor-based  blades,  you  get  flexibility  without  sacrificing  the 
performance  you  need  for  your  data  center.  The  result  is  an  incredibly  dynamic  systems 
environment,  one  that  lets  you  easily  manage  and  integrate  your  storage,  network  and 
applications.  You  can  scale  out  to  add  capacity,  reconfigure  on  the  fly  and  create  an 
infrastructure  with  no  single  point  of  failure.  To  get  an  interactive  demo  on  BladeCenter,  or 
for  special  financing  information,  visit  ibm.com/eserver/bladecenter  or  call  1 800  426-7777 
and  mention  priority  code  102AX004.  (©Astern  irtkjurt.  M*  m 
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'Customer  experience  will  vary  depending  upon  configuration  and  other  factors  *Blade  servers  for  BladeCenter  are  sold  separately  IBM  the  e-business  logo.  eServer.  BladeCenter  and  e-business  is  the  game.  Play  to  win  are 
trademarks  or  registered  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  Intel,  the  Intel  Inside  logo  and  Xeon  are  trademarks  or  registered  trademarks  of  Intel  Corporation 
or  its  subsidiaries  in  the  United  States  and  other  countries.  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ^2002  IBM  Corporation.  All  rights  reserved 
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agement  [of  compa¬ 
nies  that  made  the 
transition  from  good 
to  great],  they  would 
all  be  talking  about 
the  incredible  role  that 
the  CEO  played,”  Collins  says.  “But 
when  we  interviewed  those  CEOs,  you 
would’ve  thought  that  they  weren’t  there. 
The  way  they  talked,  it  was  as  if  they  had 
just  been  sitting  there  while  all  of  this 
amazing  stuff  happened  around  them. 
They  never  said  things  like,  ‘I  did  this’  or 
‘This  was  my  strategy.’  They  pointed 
back  at  all  of  these  other  people.” 

This  characteristic  diffidence  found  in 
Level  5  leaders  does  not  mean  their  lead¬ 
ership  is  inconsequential.  Quite  the  con¬ 
trary.  “It’s  very  important  to  have  the 
right  person  in  that  position,”  Collins 
says.  “We’ve  seen  examples  recently 
where,  even  if  you  have  a  great  organiza¬ 
tion,  the  wrong  people  in  positions  of 
executive  power  can  destroy  it.” 

Anti-Level  5  leaders  use  their  company 
as  a  personal  platform.  One  current 
exemplar  might  be  Dennis  Kozlowski, 
who  gutted  Tyco  International  to  satisfy 
an  itch  for  aggressive  deal-making. 

Another  researcher,  Harvard  Business 
School  assistant  professor  Rakesh  Khu- 
rana,  has  sounded  a  similarly  cautionary 
note  on  the  dangers  of  charismatic  lead¬ 
ers.  In  his  recent  book,  Searching  for  a 
Corporate  Savior:  The  Irrational  Quest 
for  Charismatic  CEOs  (Princeton  Uni¬ 
versity  Press,  2002),  Khurana  makes  the 
case  that  charismatic  CEOs  tend  to  lead 
their  company  down  a  destructive  path, 
either  by  so  dazzling  the  board  of  direc¬ 
tors  that  it  fails  to  perform  its  oversight 
function  diligently,  or  by  setting  up  their 
company  to  crash  after  they  leave — 
thereby  making  people  wistful  for  the 
departed  leader. 

Not  all  management  gurus  are  ready 
to  give  up  on  the  great-man  type  of  leader. 
Michael  Maccoby,  a  psychotherapist  and 
author  on  leadership,  characterizes 


humble-but-excellent  Level  5  leaders  as 
suited  only  for  staid  companies.  And,  in 
fact,  the  majority  of  Collins’s  list  of  good- 
to-great  companies  is  composed  of  such 
slow-but-steadies  as  Gillette,  Kimberly- 
Clark,  Kroger,  Pitney  Bowes  and  Wal¬ 
greens.  Maccoby  thinks  uncharismatic 
CEOs  are  unlikely  to  do  well  at  compa¬ 
nies  that  thrive  on  innovation — compa¬ 
nies  like  Cisco  Systems,  Intel  and  Oracle. 

Maccoby  calls  the  type  of  leader  most 
able  to  lead  trailblazing  companies — 
indeed,  the  type  driven  to  create  such 


ated  an  environment  of  extraordinary 
motivation,”  he  says.  But  they  did  so  qui¬ 
etly.  “There  is  a  big  difference  between 
motivation  and  motivating,”  Collins 
says.  “It  is  very  insulting  to  say,  ‘I’m 
going  to  motivate  you,’  as  if  you’re  this 
unmotivated  lump  of  human  flesh.” 
Instead,  Level  5  leaders  move  their  fol¬ 
lowers  by  setting  an  example. 

“These  people  were  of  such  extraordi¬ 
nary  integrity  and  of  such  inspired  stan¬ 
dards  that  that  became  a  magnet  for 
others,”  Collins  says.  His  paragons  are 


JIM  COLLINS'S  FIVE  LEVELS  OF  LEADERSHIP 

Which  level  are  you  on? 


LEVEL  5  THE  LEVEL  5  EXECUTIVE 

Builds  enduring  greatness  through  a  blend  of  personal  humility  and  professional  will. 

LEVEL  4  EFFECTIVE  LEADER 

Catalyzes  commitment  to  and  vigorous  pursuit  of  a  clear  and  compelling  vision, 
stimulating  higher  performance  standards. 

LEVEL  3  COMPETENT  MANAGER 

Organizes  people  and  resources  toward  the  effective  and  efficient  pursuit  of 
predetermined  objectives. 

LEVEL  2  CONTRIBUTING  TEAM  MEMBER 

Contributes  individual  capabilities  to  the  achievement  of  group  objectives  and 
works  effectively  with  others  in  a  group  setting. 

LEVEL  1  HIGHLY  CAPABLE  INDIVIDUAL 

Makes  productive  contributions  through  talent,  knowledge,  skills  and  good 
work  habits. 


SOURCE:  GOOD  TO  GREAT:  WHY  SOME  COMPANIES  MAKE  THE  LEAP. ..AND  OTHERS  DON'T  (HARPERCOLLINS,  2001) 


companies — the  productive  narcissist  and 
mentions  Jack  Welch  as  an  example.  Pro¬ 
ductive  narcissists  combine  inflated  self- 
regard  with  obsessive  attention  to 
process.  Those  leaders,  not  Level  5  types, 
says  Maccoby,  are  singularly  able  to 
inspire  the  troops  to  stretch  themselves  in 
pursuit  of  their  visionary  goals. 

Collins  disputes  assertions  that  Level  5 
leaders  cannot  inspire  employees  to 
greatness.  The  leaders  in  his  study  “cre¬ 


CEOs  such  as  Ken  Iverson  (formerly  of 
Nucor),  Colman  Mockler  (formerly  of 
Gillette)  and  Darwin  Smith  (formerly  of 
Kimberly-Clark).  All  led  their  employees 
to  enormous  success,  yet  they  weren’t 
driven  to  become  household  names — 
which  is  partly  why,  in  Collins’s  view, 
they  were  successful.  (For  more  on  what 
make  great  leaders,  see  “The  Alchemy  of 
Leadership,”  Page  84.) 

As  for  Welch,  his  halo  has  been  tar- 
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have  been  nearly  impossible.  But  with  network  cap; 
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contact  as  weather  patterns  quickly  shift  drop  coordinates.  At 
Nortel  Networks,™  we  call  this  "the  engaged  business  model." 
And  we  make  it  happen  by  allowing  businesses  to  engage  their 
employees  with  ways  to  work  more  productively  as  teams. 
Eliminating  boundaries  by  anticipating  user  needs.  Delivering 
critical,  time-sensitive  information  on  whatever  device  they  can 
access.  Encrypted  for  security,  info  gets  to  where  it  needs  to  go 
and  nowhere  else.  End  of  story:  Rachel  and  her  team  save  time 
and  money  as  they  race  to  help  people  in  need.  All  delivered 
by  our  enterprise  vision.  One  network.  A  world  of  choice. 
nortelnetworks.com/onenetwork 
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nished  somewhat  by 
the  reports  of  his 
over-the-top  retirement 
package.  And  GE  has 
floundered  while  his 
handpicked  successor 
has  struggled  under  the  burden  of.. .not 
being  Jack  Welch.  The  traumatic  impact 
on  the  enterprise  of  having  to  replace  a 
charismatic  leader  is  one  of  the  dangers 
that  Collins  and  Khurana  warn  about. 


How  to  Be  a  Collins  Leader 

Though  none  of  the  CEOs  profiled  in 
Good  to  Great  came  up  through  the  IT 
ranks,  Collins  see  no  reason  why  CIOs 
couldn’t  become  Level  5  leaders.  His 
exemplars  had  varied  backgrounds — Iver¬ 
son  was  a  plant  manager,  for  example; 
Mockler  rose  through  the  finance  group; 
and  Smith  came  up  through  the  legal 
department.  (All  but  one  of  the  1 1  Level 
5  CEOs  in  Collins’s  study  lacked  MBA 
degrees — a  lacuna  in  their  resumes  they 
share  with  many  CIOs.) 

What  Level  5  leaders  do  have  in  com¬ 
mon  is  a  set  of  character  traits  that  Collins 
says  is  predictive  of  success. 

Humility.  More  than  just  niceness, 
humility  reveals  that  the  leader  under¬ 
stands  that  no  one  person  can  create  a 
great  organization.  “Do  [potential  lead¬ 
ers]  have  the  proper  relationship  to  the 
window  and  the  mirror  so  that  when 
talking  about  results,  they  point  out  the 
window  [at  others],  but  when  asked 
about  screwups  and  things  that  went  bad, 
they  point  to  the  mirror?”  Collins  asks. 

Aligned  values.  “The  individual  must 
share  at  a  gut  level  the  core  values  of  the 
institution,”  Collins  says.  He  believes  it’s 
very  difficult,  if  not  impossible,  for  lead¬ 
ers  to  excel  if  their  personal  values  are 
incompatible  with  those  espoused  by  the 
organization. 

Results.  Great  leaders  combine  char¬ 
acter  with  competence.  “There  have  to 
be  results,”  Collins  says.  The  outstanding 
companies  in  Good  to  Great  achieved 
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Claim  the  Throne 


Why  IT  execs  are 
suited  for  CEOdom 

CIOs  aren’t  built  to  lead  companies, 
so  the  stereotype  goes.  Their  overly 
analytical  mind-set,  lack  of  social 
skills  and  limited  strategic  sense 
mean  that  attainment  of  the  CIO  title 
is  the  apex  of  an  IT  worker’s  career. 

But  now  comes  a  study  from  Santa 
Clara  University  challenging  that 
conception,  saying  that  IT  executives 
have  been  incorrectly  typecast  and— by 
dint  of  both  personality  and  training- 
are  remarkably  well-suited  to 
claim  the  CEO  throne. 

Coauthors  Peter 
S.  DeLisi  and  Ron 
Danielson  used  the  InQ 
psychology  test,  which 
categorizes  thinking 
styles  according  to  how 
people  process  informa¬ 
tion,  to  survey  339 
mid-  and  executive- 
level  IT  professionals 
from  companies  in 
various  industries  and 
the  public  sector.  To  the 
researchers’  surprise,  the  IT  execs 
scored  low  in  the  analyst  category. 
Instead,  they  tested  strongest  in  the 
idealist  and  pragmatist  categories, 
which  denote  a  big-picture,  action- 
oriented  mind-set. 

“That  puts  [the  surveyed  IT  execu¬ 
tives]  in  the  same  sort  of  thinking  styles 
as  CEOs,”  says  DeLisi,  who  is  academic 
dean  of  the  IT  Leadership  Program  at 
the  Santa  Clara,  Calif.-based  school. 
“We  thought  that  they  would  test  as 
analysts.  [The  test-takers]  even  per¬ 
ceived  themselves  as  analysts.” 

Yet  no  other  corporate  executive 
has  a  better  knowledge  than  CIOs  of 


how  the  enterprise  works,  say  DeLisi 
and  Danielson,  an  associate  professor 
of  computer  engineering  who  is  also 
the  university’s  CIO.  While  finance  and 
human  resources  department  heads 
can  have  equivalent  organizationwide 
perspectives,  they  don’t  have  the 
detailed  level  of  understanding  that  IT 
executives  do.  “Neither  [CFOs  nor  HR 
heads]  can  explain  how  a  customer 
order  gets  converted  into  a  manufac¬ 
turing  process,  and  from  there  into 
subsequent  logistical,  financial 
and  service  systems,” 
reads  the  study,  which  is 
titled  ‘“I  Think  I  Am, 
Therefore...’:  An  Inquiry 
into  the  Thinking  Styles 
of  IT  Executives  and 
Professionals.”  Indeed, 
with  a  broad  view  of  the 
business  and  a  lack  of 
allegiance  to  any 
single  function,  the 
CIO  has  a  perspective 
comparable  to  that  of 
the  CEO. 

The  preconception  that  IT 
executives  lack  the  capabilities  to  lead 
is  not  only  a  missed  opportunity  for 
organizations,  it  also  has  been  detri¬ 
mental  to  CIOs'  careers.  They  miss  out 
on  job  assignments  and  opportunities 
for  advancement,  say  the  researchers. 

So  how  can  CIOs  spread  the 
message  that  they  are  ready  to  lead? 
DeLisi  and  Danielson  offer  two 
overarching  suggestions:  CIOs 
should  hone  executive-level  skills  by, 
for  example,  volunteering  to  head  up 
major  initiatives,  and  they  should 
familiarize  themselves  with  all 
aspects  of  the  business. 

-Daniel  J.  Morgan 
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What  day  is  it?  Sunday? 


I'm  only  9  hours  into  a  32  hour  backup. 


That's  just  too  long. 


It's  up  to  me  to  shorten  it. 


For  good. 


Save  the  day. 


There  are  plenty  of  ways  to  shorten  backup  windows.  And  StorageTek  is  just  the  company  to  find  the  one  that's  right 
for  you.  Maybe  it's  BladeStore  as  part  of  disk-to-disk  backup,  or  an  L-Series  automated  tape  library  with  the  industry's 
fastest  tape  drive  -  the  T9940B.  Whatever  the  solution,  we  think  you  deserve  a  day  of  rest.  Learn  more  about  this 
storyandotherwayswecanhelpyouatwww.savetheday.com  STORAGETEK  Save  the  Day.™ 
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stock  returns  that 
were  an  average  of 
6.9  times  the  results 
of  the  general  market 
for  at  least  15  years. 
In  contrast,  General 
Electric,  which  has  been  a  benchmark  for 
high-performing  companies  in  America, 
outperformed  the  market  by  2.8  times 
from  1985  to  2000.  (Although  Collins 
uses  equity  returns  as  his  yardstick,  his 
metric  is  anything  but  short-term.  The 
median  of  the  extraordinary  year-over- 
year  results  turned  in  by  his  11  compa¬ 
nies  is  24  years.) 

Enduring  excellence.  Great  leaders 
not  only  achieve  excellent  results,  they 
also  succeed  at  a  more  difficult  challenge: 
The  groups  they  lead  continue  to  flour¬ 
ish  after  their  departure.  In  other  words, 
these  leaders  set  up  their  enterprises  for 
long-term  success. 

That,  for  Collins,  is  the  leadership  lit¬ 
mus  test.  “If  you  had  to  pick  one  does- 
this-person-have-it-or-not  question,  that’s 


“Great  leaders  never 
said  things  like,  *1  did 
this’  or  ‘This  was  my 
strategy.’  They  pointed 
back  at  all  of  these 
other  people.” 

-Management  author  Jim  Collins 


the  real  test,”  he  says.  It’s  also  the  most 
difficult  test  by  far,  since  lasting  results 
depend  on  the  actions  of  many  other 
people  and  factors  that  are  beyond  the 
leader’s  control.  But  that’s  what  Level  5 
leaders  do:  They  put  people  and  the  organ¬ 
ization  in  a  position  to  succeed.  E3E1 


Can  CIOs  become  Level  5  leaders?  E-mail  your 
thoughts  to  Leadership  and  Management  Editor 
Edward  Prewitt  at  hotseat@cio.com. 


Leadership  Agenda  by  susan  h.cramm 

The  CIO’s 
Green  Mile 

Ease  the  pain  of  your  budget  presentation 

It's  the  CIO’s  green  mile— that  long  walk  to  the  annual 
budget  meeting,  where  you  try  to  justify  the  ever- 
escalating  cost  of  ongoing  IT  operations  to  a  jaded  senior 
executive  team.  In  preparation  for  the  meeting,  you  toiled 
over  the  numbers,  pared  them  to  the  bone  and  tried  to 
make  them  understandable  in  a  bunch  of  three-color 
charts.  But  during  your  presentation,  no  matter  what  you 
say,  the  CFO  and  other  executives  act  like  you  are  holding  them  hostage.  The 
meeting  ends  (finally),  and  you  get  an  amount  you  can  live  with  (barely). 

Thank  God  it’s  over— for  now. 

The  cost  of  “lights  on”  IT— including  computer  operations,  networking, 
customer  support  and  mandatory  maintenance— is  a  huge  part  of  the  IT 
spend,  often  60  percent  to  80  percent  of  the  total.  Truth  be  told,  you  don’t 
quite  feel  on  top  of  these  expenditures  and  you  experience  more  than  just  a 
little  guilt  as  you  walk  the  annual  green  mile.  But  you  have  your  hands  busy 
managing  projects  and  keeping  operations  stable  and  customers  happy— 
where  would  you  find  the  time  to  dig  into  that  great  morass? 

It’s  difficult,  but  I  think  you  can  do  it.  At  some  point  (which  could  come 
sooner  rather  than  later  in  this  economy),  you  will  be  asked  to  cut  your 
expenses  or  hold  them  flat  while  delivering  new  technical  capabilities.  To 
avoid  finding  an  electric  chair  at  the  end  of  the  green  mile  (as  in  the  Stephen 
King  novel  and  the  film  of  the  same  name),  try  some  of  these  tactics. 

MANDATE  PRODUCTIVITY  IMPROVEMENTS.  Tell  your  direct  reports  that 
they  will  have  to  deliver  productivity  improvements  of  5  percent  to  10  percent 
year-in  and  year-out.  Make  sure  they  know  their  “lights  on”  costs  and  productiv¬ 
ity  targets— in  dollars— and  build  the  targets  into  their  performance  objectives. 

INSTITUTE  MONTHLY  FORECASTING.  You  can  avoid  unpleasant  surprises 
by  getting  a  firm  grip  on  spending  that  you’re  committed  to.  Require  regular 
forecasts  from  your  IT  staff  and  explanations  for  the  differences  between 
expected  numbers  and  actuals. 

TRACK  YOUR  COSTS.  Your  IT  managers  should  understand  and  measure 
the  primary  cost  drivers  within  their  areas  of  responsibility.  They  should 
pinpoint  where  Pareto’s  Law  is  located  in  their  numbers— for  example,  which 
20  percent  of  the  applications,  help  desk  calls  or  technologies  suck  up 
80  percent  of  IT  costs?  Once  that  is  understood,  your  staff  should  identify  the 
drivers  of  those  costs  (for  instance,  the  number  of  help  desk  calls  resolved 
during  the  first  call)  and  track  improvement  over  time. 

REJECT  BAD  MONEY.  Don’t  accept  funding  for  new  IT  projects  unless  the 
powers-that-be  understand  the  total  cost  of  ownership  and  have  committed  to 
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Wharton 

The  Wharton  School 

University  of  Pennsylvania 


Infosys 

POWlHtl)  BY  INILLLfcCl 

DRIVFN  BY  VALUES 


When  change  came  around  the  corner,  GreenPoint  Mortgage  brought  it  through  the  door. 


What  have  you  transformed?  Infosys  and  the  Wharton  School  invite  entries  for  the  Wharton  Infosys  Business  Transformation  Award  (W1BTA),  2003. 


To  qualify,  your  business  should  have  dramatically  changed  its  way  of  operating  during  the  year.  Like  2002  winner,  GreenPoint 
Mortgage  did  through  e-Point,  its  broker  transaction  portal,  transforming  its  internal  process  flow  and  achieving  a  remarkable 
45%  adoption  rate  within  four  months  of  its  introduction.  To  apply,  visit  www.wibta.com  before  7th  January  2003. 


WHARTON 


INFOSYS 


BUSINESS 

TRANSFORMATION 


AWARD 


Hot 
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see  the  projects 
through.  Sticker 
shock  on  software 
maintenance  com¬ 
bined  with  lingering 
questions  about  the 
business  value  of  IT  projects  have 
placed  many  a  CIO  in  the  doghouse. 
Get  your  CFO  to  cap  funding  for 
enhancements  and  divvy  up  the  money 
by  business  unit  or  function.  This 
token  mechanism  will  help  ensure  that 
business  units  prioritize  enhance¬ 
ments  (which  usually  have  marginal 
returns),  and  in  turn,  it  will  limit  your 
overhead  of  managing  a  multitude  of 
smaller  initiatives. 


CONVERT  FIXED  COSTS  TO 
VARIABLE,  There  are  few  things  more 
aggravating  than  paying  for  capacity 
when  you  don’t  need  it.  If  you  are 
running  multiple  help  desks,  data 
centers,  network  operations  centers, 
software  maintenance  groups,  servers, 
storage  devices  and  so  on,  consolidate 
them  and  outsource  to  gain  critical 
mass  and  leverage  your  spending. 
Rather  than  automatically  filling  open 
positions,  try  to  fill  only  strategic  jobs. 
Establish  flexible  staffing  arrange¬ 
ments  so  that  your  capacity  and  costs 
can  vary  with  demand. 

PUSH  STANDARDS.  Technology 
standards  reduce  costs  and  make  your 
job  easier.  If  your  organization  loves 
standards  and  has  lots  of  them,  you 
can  build  a  nice  business  case  on  the 
use  of  standards  to  lower  support 
costs  and  improve  pricing.  When  it 
comes  to  refreshing  your  software, 
don’t  be  victimized  by  vendors’  release 
plans— hold  on  to  old  versions  until 
your  technical  people  break  a  sweat. 

CHARGE  FOR  VARIABLE  SERVICES. 


Remember  that  if  the  price  is  zero, 
demand  is  infinite.  Charge  for  the 
services  where  you  can  truly  influence 
demand  (as  opposed  to  the  classic 
mainframe  allocation),  such  as  PCs, 


telecommunications  and  moves/ 
adds/changes. 

Apart  from  serving  cocktails,  you 
can  do  nothing  to  make  the  annual 
budgeting  process  a  pleasant  experi¬ 
ence.  But  as  an  ex-CFO,  I  can  guaran¬ 
tee  that  a  bunch  of  three-color  graphs 
showing  a  steady  decrease  in  the  cost 
per  unit  of  IT  operations  will  make  the 
walk  to  the  budget  meeting  more  like  a 
walk  in  the  park. 


Reader  Q&A 

Susan  H.  Cramm  answers 
questions  on  “The  CIO’s 
Green  Mile” 

Q:  I  need  to  save  some  money  in  this 
last  quarter.  What  can  I  do  without 
endangering  the  business? 

A:  In  these  “death  by  a  thousand  cuts” 
economic  times,  the  mandate  to  save 
occurs  more  and  more  often.  Since 
real  productivity  improvements  are 
elusive  in  the  short  term,  you  need  to 
set  a  savings  target  and  go  after  the 
relatively  easy  stuff  (not  that  doing  so 
is  easy  to  swallow),  including  travel, 
offsite  meetings,  unfilled  open  posi¬ 
tions,  favorable  budget  variances  and 
such  nonlabor  expenses  as  software, 
upgrades  and  equipment  purchases. 

Next,  focus  on  cutting  projects  and 
service  levels.  All  projects  without  a 
strong  business  case  should  be  halted 
or  delayed.  Contingent  labor  should  be 
reduced.  If  you  have  turned  some  of 
your  fixed  costs  to  variable  costs  by 
outsourcing,  it’s  now  time  to  renegoti¬ 
ate  rates  and  markups,  and  determine 
how  costs  could  change  with  varying 
usage  levels  and  cycle  times. 

Q:  What  tasks  should  IT  departments 
outsource,  and  what  percentage  of 
total  IT  dollars  should  be  outsourced? 

A:  There  is  no  one-size-fits-all  answer 
to  your  question.  Please  see  one  of  my 


previous  columns,  “The  Dark  Side 
of  Outsourcing,”  at  www.cio.com/ 
printlinks,  to  review  the  areas  that 
should  not  be  outsourced.  By  keeping 
the  important  work  in-house  and 
outsourcing  everything  else,  an  IT 
department  could  outsource  as  much 
as  85  percent  of  its  total  dollars.  In  that 
scenario,  however,  total  IT  costs  would 
probably  be  no  lower  than  if  a  more 
measured  approach  to  outsourcing 
were  employed. 

Q:  How  does  the  service-level- 
agreement  (SLA)  process  tie  in  to 
budgeting?  You  mention  technology 
standards,  but  what  about  processes 
for  problem  management  and  so  on? 

A:  SLAs  can  be  very  effective  during 
the  budgeting  process  if  (and  only  if) 
you  can  provide  cost  and  pricing 
alternatives  at  different  service  levels. 
For  example,  I  have  one  client  in  my 
coaching  practice  who  provides  a  very 
high  level  of  desk-side  support  at  a 
high  cost.  It  is  his  job  to  provide  the 
information  necessary  for  the  business 
to  determine  the  appropriate  trade¬ 
offs  between  cost  and  quality. 

Standard  processes  are  an  impor¬ 
tant  cost  management  technique 
because  they  help  improve  quality  and 
reduce  cycle  times.  If  benchmarking 
and  Pareto  analysis  indicate  subpar 
performance  in  a  high-cost  area,  then 
process  improvements  are  a  good  idea 
for  cost  management.  But  make  sure 
you  measure  improvements  and  focus 
on  changing  a  few  things  at  a  time. 
Otherwise,  process  improvement  can 
become  like  “boiling  the  ocean.”  BE! 


To  ask  Susan  H.  Cramm  questions,  go  to 
www.cio.com/teadership/agenda.html.  Cramm, 
a  former  CIO  at  Taco  Bell  and  former  CFO  at  the 
Chevys  restaurant  chain,  is  president  of  Val- 
uedance,  an  executive  coaching  firm  based  in 
San  Clemente,  Calif.  Her  e-mail  address  is 
shcramm@aol.com. 
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7,000  Companies  Know  the  Power  of  “Your  Business, Your  Way.  ”  Do  You? 


Since  1 990,  Remedy  has  enabled  IT  professionals  to  adapt  to  the  needs  of  an  ever-changing 
business  environment  by  providing  industry-leading  Service  Management  solutions,  such  as  Help 
Desk,  Asset  Management,  and  Customer  Support,  that  reduce  costs,  improve  quality  of  service, 
and  maximize  overall  operational  effectiveness.  Our  global  community  is  more  than  10  million 
users  strong,  and  includes  a  worldwide  partner  network  and  a  thriving  developer  community. 
Come  see  why  Remedy’s  packaged  applications  and  developer  environment  are  the  leading 
choice  of  80%  of  the  Fortune  100  for  their  Service  Management  needs. 


www.remedy.com/leader/ 

or  call  us  at  1.888.294.5757 


§3  Remedy 
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Career  Counsel 

Mark  Polansky  Offers  Advice  to  Aspiring  CIOs  and  IT  Managers 


To  B  (School) 
or  Not  to  B 
(School) 

That  is  the  question  when  it  comes  to 
deciding  how  best  to  further  your  career 

AS  FREQUEMT  READERS  of  this  column  can  attest,  I  am  an  outspoken 
advocate  of  the  MBA  as  an  important  professional  creden¬ 
tial — and  candidate  differentiator — for  CIOs  and  other  senior 
IT  leaders.  But  before  you  ask,  Should  I  get  an  MBA?  you  need 
to  ask  another  question:  What  are  my  primary  areas  of  inter¬ 
est,  and  what  are  my  career  goals  and  aspirations? 

For  business  application  builders  and  future  chief  informa¬ 
tion  officers — even  for  sitting  CIOs  (it  is  never  too  late) — an 
MBA  demonstrates  a  serious  attitude  toward  learning  and  self- 
improvement,  and  substantiates  an  interest  in  and  an  aptitude 
for  business  issues.  It  also  establishes  an  academic  foundation 
for  what  CEOs  expect  from  CIOs:  proactive  leveraging  of  tech¬ 
nology  for  the  competitive  and  operational  advantage  of  the 
enterprise  and  its  bottom  line. 

In  particular,  if  your  baccalaureate  education  was  techni¬ 
cally  oriented,  complementing  that  background  and  bolstering 
your  business  knowledge  with  an  essential  understanding  of 
management,  economics,  finance,  marketing,  manufacturing 
and  distribution  will  set  you  apart  from  the  pack.  It  will  also 
increase  your  marketability  and  promotability,  and  enhance 


your  earning  potential  by  opening  the  doors  to  more  and  big¬ 
ger  opportunities.  However,  if  you  are  currently  the  top-ranked 
IT  executive  at  your  company  but  are  functioning  less  as  a 
CIO  and  more  as  an  IS  director,  you  must  reevaluate  your 
strengths,  weaknesses  and  career  objectives  before  answering 
the  MBA  question.  There  may  need  to  be  an  important  job 
change  on  your  professional  agenda  first. 

Q.  Will  a  master’s  degree  do? 

A.  Supplementing  a  technical  bachelor’s  degree  with  an  MS 
degree  in  any  major  will  tend  to  further  brand  you  as  a  techie. 
If  you  started  out  with  a  sheepskin  in  the  liberal  arts,  social 
sciences  or  business,  there’s  not  much  point  in  getting  a  second 
BS  or  even  an  MS  in  a  technical  discipline.  Instead,  move  for¬ 
ward  and  upward  toward  an  MBA,  perhaps  in  a  very  business- 
oriented  IS  concentration.  Your  on-the-job  experience — sup- 
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Workaholic. 


Gateway's  network  servers  work  overtime  for  your  business. 


51,499 

Gateway®  960 


Twenty-four  hours  a  day.  Seven  days  a  week.  Gateway's  high- 
performance  servers  are  working  hard  for  you.  Stronger  and  more 
reliable  than  ever,  Gateway's  960  Series  Workgroup  Servers  drive  your 


Gateway's  server  guarantee1  makes  sense  for  your  small  business. 

100%  Satisfaction  Guaranteed:  If  you  are  not  satisfied,  we'll  return  your  money 
...and  your  old  server!  We  want  you  to  have  a  server  that  truly  meets  the 
needs  of  your  small  business  and  we'll  be  there  to  make  that  happen. 

Our  Server  Guarantee  includes  all  of  the  following  services: 

•  FREE  Network  Consultation2  •  FREE  30-Day  On-site  Server 

•FREE  Personalized  Integration  Plan  Performance  Check 

•  New  Gateway  Server  •  FREE  Upgraded  Technical 

•FREE  Customized  Installation  Support: ~$1 29  value 

and  Integration 

http://gateway.com/work/sb/deals/server_guarantee.shtml 


network  -  and  your  business  -  with  powerful  Intel*  Xeon™  processors 
featuring  Hyper-Threading  technology  for  increased  performance, 
faster  response  times,  improved  memory  and  enhanced  business 
productivity.  Plus,  we've  raised  the  standards  on  our  3-Year  Limited 
Warranty3  by  delivering  the  industry's  first  Server  Guarantee.1 

Gateway  recommends  Microsoft®  Windows*  XP 
Professional  for  Business. 


Gateway  Networking  Sweepstakes 

Grand  Prize:  $15,000  Office  Technology  Upgrade  (credit  towards  Gateway 
business  products  and  services) 

Weekly  Prize:  FREE  Networking  Solution  (Gateway  960  server,  HP®  network 
printer,  3Com®  switch,  network  consultation  and  installation) 

How  to  Enter:  Register  online  at  www.gateway.com/offer/cio 
Hurry!  Sweepstakes  ends  December  29, 2002. 

No  purchase  necessary.  A  purchase  will  not  improve  your  chances  of  winning.  Void 
where  prohibited.  Complete  sweepstakes  rules  and  regulations  available  online  at 
www.gateway.com/offer/ntsweeps. 


1-877-239-5535 


www.gateway.com 


Gateway 


TM 


Prices  and  configurations  subject  to  change  without  notice  or  obligation.  Prices  exclude  shipping  and  handling  and  taxes.  Not  responsible  for  typographical  errors.  'The  Gateway  Server  Guarantee 
is  offered  to  customers  who  purchase  a  server  and  network  installation  with  a  Microsoft  operating  system.  Customers  have  90  days  after  installation  to  return  server  if  dissatisfied  (server  must  be 
in  same  condition  as  purchased).  If  returned,  Gateway  will  pick  up  server,  transfer  data  file  back  to  old  server  under  Gateway's  standard  data  migration  service  and  refund  original  purchase  price 
and  associated  installation  fees.2Free  consultation  based  on  up  to  two  hours  of  assessment.  Consultation  will  be  provided  via  phone  or  on-site,  as  deemed  necessary  by  the  service  provider. The 
specific  services  delivered  during  the  consultation  will  be  determined  by  the  service  provider,  limited  warranties  and  service  agreements  apply;  visit  gateway.com  or  call  1  -800-846-2000  for  a  free 
copy.  Copyright  ©2002  Gateway,  Inc.  All  rights  reserved.  Gateway,  the  Gateway  Spotted  G  Logo,  the  Spotted  G  Logo  and  the  Black-and-White  Spot  Design  are  trademarks  or  registered  trademarks 
of  Gateway,  Inc.  in  the  U.S.  and  other  countries.  Gateway  Terms  &  Conditions  of  Sale  apply. The  Intel  Inside  Logo,  Intel  and  Xeon  are  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in 
the  United  States  and  other  countries.  All  other  brands  and  product  names  are  trademarks  or  registered  trademarks  of  their  respective  companies  Ad:  Arnell  Group  Ad  code:  009907 
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plemented  by  carefully  chosen  seminars  and  MBA  electives — 
will  likely  be  more  than  sufficient  technical  training  to  reach  a 
CIO  career  goal.  In  this  case,  use  your  job  as  your  technical 
school  while  you  get  the  advanced  business  training  needed 
from  your  MBA  experience. 

For  technologists  and  future  CTOs  who  are  more  comfort¬ 
able  reading  product  specs  than  corporate  business  plans,  the 
graduate  degree  of  choice  is  more  likely  to  be  an  MS  in  infor¬ 
mation  systems.  Unless  you  are  a  die-hard  techie,  judiciously  use 
elective  courses  to  expose  yourself  to  business  subjects  in  order 
to  prepare  yourself  for  meaningful  participation  in  issues  reso¬ 
lution  and  alignment  of  technology,  and  for  the  CTO’s  ulti¬ 
mate  responsibility  of  architecting  and  deploying  an  enterprise 
infrastructure  to  support  the  CIO’s  strategic  IT  plan. 

Q.  How  should  I  get  my  MBA? 

A.  Having  made  a  positive  MBA  decision,  there  are  several 
choices  for  how  to  proceed.  The  options  include:  1.  take  night 
classes  at  a  local  college  or  university;  2.  find  an  executive  MBA 
program  that  usually  runs  biweekly  on  Friday  or  weekend  com¬ 
binations,  plus  a  residential  on-campus  week  or  two  during 
the  summer;  3.  take  time  off  to  go  back  to  school  full-time;  or 
4.  find  the  newer  distance  or  “distributed  learning”  programs  of 
courses  at  locations  remote  from  your  school  of  choice,  or  in  the 
comfort  of  your  home  via  the  Internet. 

The  most  common  choice  is  the  part-time  approach.  It  saves 
time,  is  cost-effective,  and  employer  sponsorship  is  usually  avail¬ 
able.  Select  a  reasonable  “stretch”  school  that  will  challenge 
you.  Obviously  in  this  scenario  you  are  constrained  by  the 
choice  of  local  institutions  that  are  within  easy  commute. 

cio.com  For  more  answers  about 
your  career  or  to  pose  your  own  questions, 
visit  the  online  CAREER  COUNSELOR  at 
www.cio.com/executive/counselor.html. 

self — that  you  can  juggle  your  workload  and  to  assure  the 
company  that  it  will  get  its  money’s  worth  for  the  investment 
it  makes  on  your  behalf.  Traveling  to  executive  programs  for 
long  weekends  will  expand  your  institutional  possibilities. 
Many  of  the  executive  MBA  programs  at  the  better  schools 
are  highly  regarded  and  hold  as  much  weight  as  full-time 
degrees  from  midtier  schools. 

Alternatively,  options  3  and  4  yield  choices  of  schools  that 
may  be  otherwise  unavailable  by  virtue  of  geography.  IT  pro¬ 
fessionals  who  leave  the  workforce  and  return  to  campus  to 
earn  their  MBAs  full-time,  as  is  almost  always  the  case  with 
top  tier  B-schools  and  typically  in  entrepreneurial  programs, 
often  do  not  reenter  IT  after  graduation.  Instead,  they  find 
themselves  able  to  parlay  their  strong  combination  of  technol- 
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If  your  company 
does  not  have  much 
experience  with  execu¬ 
tive  MBAs,  your  biggest 
tasks  will  be  to  convince 
management— and  your- 


ogy  experience  and  a  gilt-edged  MBA  into  excellent  business 
opportunities.  Those  that  do  return  to  IT  generally  find  them¬ 
selves  on  the  fast  track  to  CIO  and  beyond.  This  is  clearly  the 
most  expensive  way  to  go,  but  the  ROI  in  knowledge,  network 
building  and  resume  market  appeal  is  highly  bankable. 

Lastly,  ever  since  the  online-only  school,  Jones  International 
University,  became  the  first  “college  without  walls”  to  receive 
official  accreditation  as  a  graduate  business  school,  several  tra¬ 
ditional  institutions  and  consortia  of  highly  regarded  schools 
(for  example,  Cardean  University,  www.cardean.edu)  have  fol¬ 
lowed  with  their  own  brand  of  bricks-and-clicks  MBAs. 
However,  these  programs  are  relatively  new,  and  there  is  reluc¬ 
tance  on  the  part  of  recruiters  and  employers  to  give  them  full 
respect.  They  also  lack  face-to-face  peer  networking. 

Q.  Should  I  specialize  in  one  particular  area? 

A.  Most  B-school  graduate  programs  require  the  selection  of 
an  area  of  concentration;  choose  one  that  is  particularly  inter¬ 
esting  to  you.  Go  with  an  MBA  in  IS  only  if  the  curriculum  is 
highly  business  focused  or  if  you  already  have  a  bachelor’s 
degree  in  business.  You  can  opt  for  the  more  general  MBA  in 
management  if  you  don’t  have  a  favorite  topic.  Regarding  elec¬ 
tives,  a  good  rule  of  thumb  is  to  balance  your  undergraduate 
degree  and  your  career  experience  with  learning  that  covers  new 
ground.  For  example,  if  you  earned  your  BS  in  IS  and  came 
up  the  ranks  as  a  manufacturing  application  developer,  take  at 
least  one  course  in  finance  and  in  marketing. 

Your  elective  courses  are  perhaps  the  most  significant  cur¬ 
ricular  decisions  to  be  made.  I  recommend  taking  the 
foundation-level  or  survey  course  in  each  of  the  major  cate¬ 
gories,  such  as  finance,  economics,  marketing  and  management, 
to  obtain  a  broad  base  of  business  knowledge.  As  you  make 
your  way  through  the  smorgasbord  of  101  courses  you  have 
selected,  you  may  discover  a  personal  passion  and  elect  to  con¬ 
centrate  or  take  additional  advanced  courses  in  that  field. 

Q.  Will  it  be  worth  it? 

A.  Having  the  discipline  to  follow  through  on  your  decision  to 
get  an  MBA  is  an  impressive  and  winning  character  trait.  It’s 
true  that  any  journey  begins  with  the  first  step.  So  start  research¬ 
ing  your  options  to  make  your  resolution  a  reality.  The  personal 
and  professional  rewards  are  waiting  for  you.  rani 
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on-demand  scalability,  reliability,  and  global  reach,  Akamai  increases  productivity  across 
the  enterprise  and  provides  a  superior  user  experience — contributing  to  bottom-line 
savings,  top-line  growth  and  a  happy  holiday  season. 


"We  need  global  scalability  without  overspending. " 

"I  said  24x7x365.  NOT  22  or  23.  24!" 

" We're  losing  our  competitive  edge — what's  IT  going  to  do  about  it?" 


■IIH 

■ 


Receive  your  Executive  Guide  to  E-Business  Infrastructure* 

H  and  learn  how  your  e-business  can  benefit  from  Akamai  Technologies,  Inc 
*  Includes  the  seven  criteria  all  e-business  infrastructure  should  meet! 
Visit  www.akamai.com/CIOmag 

or  call  .888.340.4252 


Akamai 


<Ck, 


©  2002  Akamai  Technologies,  Inc.  All  Rights  Reserved.  Akamai  and  the  Akamai  logo  are  registered  trademarks 
All  other  trademarks  contained  herein  are  the  property  of  their  respective  owners. 


Don't  take  the  heat  for 
infrastructure  limitations 


Sales  and  Services 

CIO  SALES  OFFICES 

President  Walter  Manninen 
Publisher  Gary  J.  Beach  •  508  935-4202 

Executive  VP  Sales/Custom  Publishing 

Ellen  Romanow  •  508  935-4796 

East  Coast 

Senior  VP  Sales/East 

Michael  J.  Masters  •  973  244-4040 
Senior  Regional  Mgr. 

Kathy  Powers  •  973  244-4041 
Regional  Sales  Manager 
Ellie  Schwab -973  244-4042 
Account  Executives 
Joan  Bonadeo  •  973  244-4043 
GaleTedeschi  •  973  244-4031 
Advertising  Sales  Associates 
Rhonda  Goodman  •  973  244-4033 
Sharon  Patrick  •  973  244-4044 

New  England 

Senior  Regional  Manager/Advertising  Sales 

Len  Ganz  •  508  935-4039 

Senior  Advertising  Sales  Associate 

Dawn  Cora  •  508  935-4092, 

Fax  508  879-6063 


Mid-Atlantic 

Senior  Regional  Manager/ Advertising  Sales 

Louise  Cupelli  •  215  627-8114 

Account  Executive 

Maureen  Welsh  •  215  627-8114 

Advertising  Sales  Associate 

Meredith  Hagan  •  215  627-8114 

South  Central 

Regional  Director/ Advertising  Sales 

Robert  E.  Sawdon  •  512  306-9801 

Senior  Advertising  Sales  Associate 

Brenda  Garza  •  512  306-9801, 

Fax  512  306-9805 

North  Central 

Regional  Sales  Manager 

Christopher  Nolan  •  847  441-5005 

District  Sales  Manager 

Beth  Carlson  *847  441-3140 

Advertising  Sales  Associate 

Kim  Giovanni  •  847  441-5005 

West  Coast 

VP  Sales/West 

Cheri  McKeithan  •  415  975-2685 

Senior  Regional  Manager/Advertising  Sales 

Jane  Evans  •  415  975-2680 

Regional  Manager/ Advertising  Sales 

Ai  Collins -415 975-2686 
Account  Executives 

Derek  Jung  *415  975-2683 
Tom  Ocampo  •  415  975-2693 


Southern  California 

District  Sales  Manager  Chris  Bramel  • 

949  475-5579,  Fax  949  475-5583 
Account  Executive  Isaac  Ugay  • 

949  475-5579,  Fax  949  475-5583 

LIST  SERVICES 

List  Services  Director 

Kathryn  A.W.  Marston  •  508  935-4072 

List  Services  Account  Executive 

Stephanie  Roy  •  508  935-4151 

List  Services  Coordinator 

Kim  Cormican  •  508  935-4152 

ONLINE  SERVICES 

VP/Online  Sales 

Lisa  Brown  •  508  935-4470 

Online  Sales  Mgr. 

Michael  McPhee  •  508  935-4611 

CUSTOM  PUBLISHING 

Group  Director  Michael  Siggins 
Director  Mary  Gregory 

Director  of  Content  Development  Tom  Field 
Project  Manager  AmyGreenleaf 
Graphic  Designer  Chris  Brown 

REPRINT  SERVICES 

For  article  reprints,  please  contact 
Reprint  Services  at  651 582-3800  or 
e-mail  cioreprints@reprintservices.com. 

For  further  sales  information,  visit 
www.cio.com/marketing/salesoffices.html. 


Index  of  Companies  and  Advertisers 

'-Page  numbers  refer  to  the  first  page  of  the  article(s)  in  which  the  company 
is  mentioned.  This  index  is  provided  as  a  service  to  readers.  The  publisher 
does  not  assume  any  liability  for  errors  or  omissions. 


COMPANY  INDEX 


Air  Canada  . 54 

Birmingham-Nashville 
Express . 54 

Burlington  Northern 
Santa  Fe  Railway . 92 

Cigna  Corp . 70 

Cisco  Systems  Inc . 104 

CitiStreet . 54 

Covisint  LLC . 62 

DaimlerChrysler  AG  . 62 

Delphi  Corp . 62 

Family  Dollar  Stores  Inc . 24 

Ford  Motor  Co . 62 

Forrester  Research  Inc.  ...  24,  70 

FreeMarkets  Inc . 62 

Gartner . 54,  70 

General  Electric  Co . 104 

General  Motors  Corp . 62 

Giga  Information 
Group  Inc . 78,  92 

Gillette  Co.,  The  . 104 

i2  Technologies . 92 

IBM  Corp . 24,  44 

Intel  Corp . 104 

Intier  Automotive  Inc . 62 

Jdate . 24 

Johnson  Controls  Inc . 62 


Jupiter  Research . 24 

Kerr  Group  . 54 

Kimberly-Clark  Corp . 104 

Kroger  Co.,  The . 104 

Lear  Corp . 62 

Liz  Claiborne  Inc . 24 

Magna  International  Inc . 62 

Maids  International  Inc.,  The  .  70 

MatchNet  PLC . 24 

Maysteel  LLC  . 70 

McKinsey  &  Co.  Inc . 62 

Menasha  Corp . 70 

Mercedes-Benz  USA  LLC  ....  24 

Meta  Group  Inc . 92 

Metastorm  Inc . 44 

Nucor  Corp . 104 

Oracle  Corp . 104 

Palm  Inc . 92 

Pitney  Bowes  Inc . 104 

Pratt  &  Whitney  . 70 

Relational  Funding  Corp . 78 

Sigaba . 92 

Sony  Corp.  of  America  . 24 

Southern  Wine  &  Spirits  of 
America  Inc . 54 

SRA  International  Inc . 44 

Strand  Associates  Inc . 70 


Thomson  Financial . 54 

Tyco  International  Ltd . 104 

United  Technologies  Corp.  ...  70 

USA  Technologies . 24 

Walgreen  Co . 104 

Waterbury  Hospital 
Health  Center  . 54 

Waveset  Technologies  Inc.  ...  92 

Weather  Channel  Enterprises 
Inc.,  The  . 78 


ADVERTISER  INDEX 


Advanced  Micro 
Devices  .  74,75,77 

Akamai  Technologies  Inc.  35, 117 

American  Power  Conversion  .  89 

Autonomy  Corp . C3 

BearingPoint . 91,  93 

BellSouth  (regional)  . 81 

Brother  International . 73 

Canon . 97 

CompuCom  . 99 

Computer  Associates 
Inti.  Inc . ._ . 5,  38,  69 

Connected  Corp . 42 

Corel  . 31 

CXO  Media  Inc. 


.  .  33,  41,  57,  81,  85,  101,  119 


Dell  Computer  Corp . 10 

EMC,  Corp . 52 

Fiberlink  . 19 

Forsythe  Business 
Continuity  Solutions  . 27 

Fujitsu  PC  Corp . 6 

Gateway . 115 

IBM . 22,  83, 105 

Infosys  . Ill 

Intel  Corp . 9, 103 

Mercury  Interactive . 29 

Microsoft  Corp . C2 

NEC  . 95 

NEC/Mitsubishi  . 58 

Nokia  . 2 

Nortel  Networks  . 107 

Oracle  Corp . C4 

Peerstone  Research  . 68 

PeopleSoft  Inc . 37 

Quest  Software  . 13 

Remedy . 113 

SAP . 25 

SAVVIS  . 21 

Starbase  Corp . 47 

StorageTek  . 109 

Sybase  Inc . 14 

Veritas . 65,  67 


118  CIO  DECEMBER  1,  2002  • 


CIO  IS  PUBLISHED  IN  THE 
UNITED  STATES  AS  WELL  AS  IN: 

Australia,  CIO  Australia  www.idg.com.au 
Canada,  CIO  Canada  www.lti.on.ca/cio 
China,  CEO  &  CIO  China 
www.  ceocio.  com.cn 
Germany,  CIO  Germany  www.cio.de 
India.  CIO  India  91-80-521-0309/12 
Japan,  CIO  Japan  www.idg.co.jp 
Korea,  CIO  Korea  www.cio.seoul.kr 
Poland,  CXO  Poland  www.cxo.pl 
New  Zealand,  CIO  New  Zealand 
www.idg.co.nz 

Singapore,  CIO  ACEN/Hong-Kong 
www.idg.com.sg 


CIO  Contact 
Information 

Editorial,  Advertising  and  Business 
Offices:  492  Old  Connecticut  Path, 
P.O.  Box  9208,  Framingham,  MA 
01701-9208,  508  872-0080. 

CIO  (ISSN  0894-9301)  is  published 
semimonthly  and  as  a  combined  issue 
December  15/January  1  by  CXO  Media 
Inc.,  492  Old  Connecticut  Path,  P.O. 
Box  9208,  Framingham,  MA  01701- 
9208.  Periodicals  postage  paid  at 
Framingham,  MA,  and  at  additional 
mailing  offices.  Canada  Publications 
Mail  Agreement  Number  1902075. 
CANADIAN  POSTMASTER:  Please 
return  undeliverable  copy  to  P.O.  Box 
1632,  Windsor,  ON  N9A7C9. 

Permissions:  Copyright  2002  by  CXO 
Media  Inc.  All  rights  reserved.  Repro¬ 
duction  of  material  appearing  in  CIO 
is  forbidden  without  written  permis¬ 
sion.  Send  all  requests  to  Permissions 
Department,  CIO,  492  Old  Connect¬ 
icut  Path,  P.O.  Box  9208,  Framing¬ 
ham,  MA  01701-9208. 

Photocopy  Rights:  Permission  to 
photocopy  for  internal  or  personal 
use  or  the  internal  or  personal  use  of 
specific  clients  is  granted  by  CIO  for 
users  through  the  Copyright  Clear¬ 
ance  Center,  provided  that  the  base 
fee  of  $3  per  copy  of  the  article,  plus 
$.50  per  page  is  paid  directly  to 
Copyright  Clearance  Center,  27 
Congress  Street,  Salem,  MA  01970. 
Please  specify:  ISSN  0894-9301. 
Permission  to  photocopy  does  not 
extend  to  contributed  articles 
followed  by  this  symbol:  j:. 

Subscriptions:  Address  inquiries  to 
CIO,  P.O.  Box  489,  Northbrook,  IL 
60065-0489;  866  354-1125.  CIO  is 
free  to  qualified  information  execu¬ 
tives.  To  all  others  the  one-year  basic 
rate  is  $94  for  the  United  States  and 
Canada,  $175  to  foreign  countries 
(payable  in  U.S.  funds  only).  The 
single  copy  price  is  $9.  Please  allow 
four  to  six  weeks  for  new  subscrip¬ 
tions  to  begin. 

Change  of  Address:  Please  go  to 
www.omeda.com/custsrv/cio  and 
follow  the  online  instructions. 

Postmaster:  Send  change  of  address 
to  CIO,  P.O.  Box  489,  Northbrook,  IL 
60065-9816.  Printed  in  the  U.S.A. 


www.cio.com 


YoHr 

VENDOR 

RELATIONSHIPS 

““CONTROL 


YOU  NEED  TO  GET  SMART  FAST 


Do  you  know  how  to  break  through  vendor  hype?  How  far 
can  you  trust  vendor  analysts?  Can  you  successfully  nego¬ 
tiate  with  vendors?  Should  you  take  customer  references 
with  a  grain  of  salt?  Do  you  know  how  to  influence  vendor 
development?  Turn  to  the  CIO  FOCUS™  on  SOFTWARE 
VENDOR  RELATIONSHIPS:  SELECTING,  VETTING  AND 
MANAGING  PARTNERS— actionable  information  created, 
filtered  and  packaged  by  the  award-winning  editors  of  CIO 
magazine. 

CIO  FOCUS™  is  delivered  right  to  your  desktop,  giving  you 
immediate  access  to  the  information  you  need.  And  for  your 
future  reference  needs,  the  electronic  file  is  followed  by  a 
packaged  version,  shipped  within  72  hours.  Available  now  at 
an  introductory  price. 


CIO  FOCUS" 


STRATEGIC  GUIDES  FOR  EXECUTIVE  DECISION  MAKING 


CIO  FOCUS™ 

TOPICS  AVAILABLE: 

IT  Value:  Measurement  Tools 
and  Techniques  That  Work 

Fundamentals  of  the  CIO  Role 

Applied  Wireless:  Making 
Wireless  Work  in  Business 

Securing  Information  Assets: 
Planning,  Prevention  and 
Response 

Strategic  Planning:  How  to 
Develop  and  Align  IT  Strategy 

Fundamentals  of  Enterprise  IT 


FOR  EXECUTIVE  DECISION  SUPPORT  TOOLS,  VISIT  THE  CIO  STORE-THE  CIO’S  KNOWLEDGE  MARKETPLACE 

www.theCIOstore.com 


EXECUTIVE 


DECEMBER  1,  2002 


COVER  STORY  I 
Homeland  Security 

By  Todd  Datz  I  44 

The  IT  leaders  of  the  Office  of  Home¬ 
land  Security  must  integrate  the  hun¬ 
dreds  of  systems  in  the  22  agencies 
that  make  up  the  proposed  department. 

Plus,  they  must  convince  1 70,000  workers 
to  act  as  members  of  a  holistic  enterprise. 
Homeland  Security  Senior  Director  of  Infor¬ 
mation  Integration  Steve  Cooper  and  Senior 
Adviser  Jim  Flyzik  break  their  challenge  into 
four  tasks:  designing  a  new  architecture, 
modernizing  the  legacy  systems,  establishing 
a  workable  model  for  knowledge-sharing 
and  bridging  the  cultural  chasms  among 
agencies.  The  key  to  choosing  architecture 
will  be  mapping  processes  in  critical  areas 
such  as  border  security  and  first  response. 
Middleware,  enterprise  application  integra¬ 
tion  tools  and  Web  services  will  be  used  to 
stitch  the  essential  applications  together.  To 
streamline  knowledge-sharing,  Cooper  and 
Flyzik  will  resort  to  “capture  once,  reuse 
many.”  Still,  to  pull  this  off  could  take 
years — which,  in  terrorist  time,  could  be 
too  long. 


“I  think  it’s  long  overdue 
that  somebody  take  a 
look  at  the  government 
from  a  functional  view 
instead  of  an  agency- 
by-agency  view.  In  the 
end  we’ll  not  only  have 
a  more  secure  country, 
we’ll  have  a  more 
efficient  government.” 

-JIM  FLYZIK,  SENIOR  ADVISER, 
OFFICE  OF  HOMELAND  SECURITY 


Wireless  Payoffs  ByBenWorthen  I  53 

CIOS’  EXPECTATIONS  FOR  WIRELESS  have  dropped  about  as  fast  as  the  Dow  Jones  as 
they’ve  been  burned  by  technological  shortcomings — insufficient  bandwidth,  lack  of  security 
protocols  and  spotty  coverage  as  well  as  projects  targeted  at  phantom  audiences.  But  companies 
such  as  Air  Canada,  Southern  Wine  and  Spirits,  and  Birmingham-Nashville  Express  have  found 
ways  to  make  wireless  not  only  work  but  pay  off.  Their  formula  boils  down  to  this:  Start  with  a 
clearly  stated  problem  and  deploy  the  most  direct  solution.  Equipping  workers  and  providing 
access  to  information  isn’t  enough;  devices  and  data  exchange  must  be  tested  and  tailored  to  fit 
specific  needs.  And  wireless  projects  don’t  need  every  bell  and  whistle;  don’t  spend  a  fortune 
integrating  always-connected  devices  with  real-time  data  exchange  when  daily  syncs  will  do. 


Portals  New  and  Improved  ByEianaVaron  I  70 

THE  LATEST  PORTAL  PRODUCTS  can  be  integrated  with  enterprise  applications  such  as  ERP, 
CRM  and  electronic  procurement.  As  a  result,  companies  are  deploying  portals  to  support  strategic 
business  initiatives  and  using  them  as  tools  for  managing  enterprise  applications.  Portals  can  help 
CIOs  get  more  out  of  enterprise  systems  by  hiding  complexity  from  technologically  inexperienced  end 
users.  Cigna’s  portal  integrates  data  from  multiple  health-care  and  retirement  benefit  plans  in  an 
effort  to  increase  sagging  market  share.  With  the  economy  in  decline,  Maysteel  couldn’t  afford  a  new 
ERP  system,  so  it  opted  for  a  portal  application  that  lets  executives  and  quality  control  staff  access 
the  ERP  data  they  need.  One  of  Pratt  &  Whitney’s  100  portal-supported  applications  allowed  the 
company  to  reduce  the  time  it  takes  to  overhaul  an  engine  by  30  percent.  Pratt  is  using  the  perform¬ 
ance  improvement  as  a  selling  point  to  expand  its  engine-repair  business. 


Hardware  Leasing  ByLafeLow  I  78 

THE  NUMBER  OF  COMPANIES  leasing  rather  than  buying  hardware  has  grown  recently, 
prompted  by  the  scarcity  of  purchase  capital,  the  ability  to  keep  certain  leases  off  the  balance  sheet 
and,  of  course,  the  flexibility.  But  deciding  when  to  lease  and  what  kind  of  lease  to  commit  to 
requires  careful  assessment  of  such  factors  as  fair  market  value,  tax  liability,  depreciation  and  interest 
rates.  You  must  have  a  good  idea  of  how  long  you  will  need  the  equipment  and  what  kind  of  lease 
you  want.  A  finance  lease  requires  you  to  pay  out  the  full  value  of  the  leased  equipment  plus  interest. 
An  operating  lease  has  limits  on  the  length  and  the  total  value  of  payments,  so  that  the  lessee  does 
not  pay  for  the  full  value  of  the  equipment.  It’s  not  treated  as  a  depreciating  hard  asset  but  rather  as 
an  operating  expense.  Remember,  though,  it  can  be  difficult  to  extend  the  lease  period  or  end  it  early 
without  incurring  penalties. 


Emerging  Technology:  Identity  Management  By  Meridith  Levinson  I  92 

A  LOT  OF  ATTENTION  these  days  is  focused  on  identity  management  because  it  combines  three 
benefits — security,  efficiency  and  productivity.  Identity  management  is  itself  a  combination  of  two 
processes— provisioning  and  access  management.  With  the  former,  IT  provides  employees  and 
external  partners  with  user  names  and  passwords,  resetting  passwords  when  users  forget  them  and 
removing  user  accounts  as  needed.  Access  management  makes  sure  users  are  who  they  claim  to  be, 
and  then  determines  access  privileges  based  on  company  policies  or  an  individual’s  role.  Vendor  tools 
automate  and  streamline  these  time-consuming  and  often  neglected  activities.  While  many  corpora¬ 
tions  currently  look  for  best-of-breed  tools,  some  believe  that  the  market  is  moving  toward  a  com¬ 
plete,  single-source  identity  management  platform  as  the  various  vendors  expand  their  offerings. 


12  0  CIO  DECEMBER  1,  2002 


www.cio.com 


Setting  the  Standard 

for  High-end  Categorization, 

Retrieval  and  Information  Systems 


Automatically  Powering  the  Information  behind: 

Portals,  Enterprise  Search,  CRM,  Expertise  Management  and  OEM 


Since  its  beginnings  in  1996,  Autonomy  has  risen  to  the  number  one  slot,  leading 
the  market  for  advanced  categorization,  retrieval  and  expertise  management. 
Autonomy's  open  philosophy,  combining  its  award  winning  advanced  automation 
techniques  with  full  legacy  manual  operations,  gives  customers  the  winning  choice. 

Perhaps  that’s  why  Autonomy  is  the  standard  for  more  and  more  of  the 
world's  leading  companies. 

Whether  Autonomy  is  keeping  your  portal  updated  with  relevant  information  from 
across  the  enterprise,  or  allowing  your  CRM  system  to  understand  what  your 
customers  are  actually  telling  you  in  those  emails  and  phonecalls,  Autonomy  is 
behind  the  most  demonstrable  ROI  -  all  built  on  bringing  the  benefits  of 
automation  to  your  business. 


‘Leader  in  software  licence  revenues  for  high-end  categorization,  advanced  retrieval  and  expertise 
management,  per  information  set  forth  in  U.S.  SEC  filings  and  company  conference  calls. 


At  the  same  time,  Autonomy’s  abilities  are  being  harnessed  by  the  world's  leading 
software  companies  to  add  Autonomy  intelligence  to  their  world-class  products. 

Leading  software  companies  across  all  areas  have  chosen  the  next 
generation  over  the  legacy. 

And  we’ve  only  just  begun.  Contact  Autonomy  to  find  out  more  about  our  latest 
technologies  for  telephone  searching  and  categorization,  automatic  clustering, 
video  searching,  parametric  search  and  fully  dynamic  taxonomies. 


Contact  Autonomy  and  speak  with  the  market  leader. 

Tel:  1-877-MYAUTONOMY  or  visit  www.autonomy.com/marketleader 


c  ^  w 


w 

€> 


Autonomy 


making  sense  of  an  unstructured  world 
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on  IBM's  fastest  computer 
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When  IBM  wanted  to  show  off 

\ 

their  fastest  computer, 
IBM  chose  Oracle. 

Again. 


Source:  Transaction  Processing  Performance  Council  (TPC)  www.tpc.org 
As  of  August  14,  2002:  IBM  eServer  pSeries  690,  403,255.46  tpmC, 
$17.80/tpmC,  available  11/22/02.  IBM  eServer  pSeries  680, 

220,80727  tpmC,  $29.30/tpmC,  available  4/13/01 


oracle.com/ad 
or  call  1.800.633.1062 


Copyright  ©2002,  Oracle.  All  rights  reserved.  Oracle  is  a  registered  trademark  of  Oracle  Corporation  and/or  its  affiliates. 

TPC  Benchmark  is  a  trademark  of  Transaction  Processing  Performance  Council  (TPC).  Other  names  may  be  trademarks  of  their  respective  owners. 


